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UNITED STATES DISTRICT COURT 
FOR Tilt 

SOUTHER:! DISTRICT OF NEW YORK 


SECuKlTxcS ANJ lXC tutiiuT Lui. .iSSIOi!, 

Plaintiff, 


GEO.T INDUSTRIES, INC. 
GEORGE 0. NEUWIRTH 
FRANK ELCOM 
JAMES McMAHON 
EDWARDS & HA.'iLY 
MARVIN RAUCH 
ROY ALPERT 
IRVING ALPERT, 


Defendants. 


mC’m.N H 

(p s ii) 


COMPLAINT FOR A PRELIMINARY 
AND PERMANENT INJUNCTION 

AND OTHER RELIEF 




The plaintiff, SECURITIE JID EXCHANGE COMMISSION ("COMMISSION"), 
based on information and belief, alleges that: 

!• Defendants GEON INDUSTRIES, INC. ("GEON"), GEORGE 0. NEUWIRTH 
• ("NEUWIRTH"), FRANK BLOOM ("BLOOM"), JAMES McMAHON ("McMAHON"), EDWARDS 1 
HANLY, MARVIN RAUCH ("RAUCH"), ROY ALPERT ("R. ALPERT"), and IRVING ALPERT 
("I. ALPERT") have engaged, are now engaged and are about to engage in acts 
and practices which constitute and will constitute violations of Section 
17(a) of the Securities Act of 1933 (“Securities Act"), 15 U.S.C. 77q(a), 
and Section 10(t) of the Securities Exchange Act of 1934 ("Exchange Act"), 

15 U.S.C. 78j(b) and Rule 10b-5, 17 CFR 240.10b-5, promulgated thereunder. 

2. Defendants RAUCH and McMAHON have engaged, are now engaged 
and are about to engage in acts and practices In violation of Sections 7(c) 
and 7(f) of the Exchange Act, 15 U.S.C. 78g(c) and 78g(f), and Regulation T, 
12 CFR 220, and Regulation X, 12 CFR 224, promulgated thereunder. 

3. Pursuant to the authority granted to It by Section, 10(b) 
and 23(a) of the Exchange Act, 15 U.S.C. 78j(b) and 15 U.S.C. 7Ew(a), 
respectively, the Commission has promulgated Rule 10b-5. The Federal 
Reserve 8oard, pursuant to Section 7, 15 U.S.C. 78g, and Section 23(a), 

15 U.S.C. 78w(a) of the Exchanqe Act, has promulgated Regulations T and X. 
All of said rules and regulations were in effect at all times mentioned 

t 

herein and are now in effect. 


P 
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jurisdiction a nd veniic 

4. The Commission brings this action pursuant to Section 20(b) 
of the Securities Act, 15'U.S.C. 77t(b), and Section 21(e) of the Exchange 
Act, 15 U.S.C. 7£u(e), to enjoin such acts and practices. 

5. This Court has jurisdiction of this action pursuant to 
Section 22(a) of the Securities Act, 15 U.S.C. 77v(a), and Section 27 of 
the Exchange Act, 15 U.S.C. 78aa. 

6. Certain of the acts, practices, courses of busin.ss and 
transactions described herein constituting violations of the Securities 
Act and the Exchange Act have occurred within the Southern District of 
Hew York. Such activities were effected by making use of the means and 
instrumentalities of interstate transportation and commerce and of the 
mails and the facilities of a national securities exchange. 

THE DEFENDANTS 

7. GEON INDUSTRIES INCORPORATED ("GEON") is a New York corporation 


with its headquarters located at 80 Crossways Park Drive, Woodbury, New York. 
GEON, through its subsidiaries and affiliates, is engaged primarily in the 
business of distributing automobile repair and replacement parts for 
Imported cars and trucks. GEON has approximately 2 million shares of common 

stock outstanding. Its common stock is listed for trading on the American 

» 

Stock Exchange ("AMEX"), and its securities are registered pursuant to 
Section 12(b) of the Exchange Act, 15 U.S.C. 78jPj[b). 

8. GEORGE ,0. NEUWIRTH ("NEUWIRTH"), GEON's founder, is GEON's 
chief executive officer, chairman of the board and owner of approximately 
145,000 shares of GEON. NEUWIRTH and members of his family own approximately 
29X of GEON's common stock, which NEUWIRTH votes pursuant to a voting 
trust. NEUWIRTH resides at 3 Hawthorne Lane, Great Neck, New York. 

9. FRANK BLOOM , ("BLOOM") is GEON's secretary-treasurer and 
financial vice-president. Bloom resides at 38 Glenndale Drive, Oyster 
Bay Cove, New York. 
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10. r * VI N Hr ’ , *IK''l ("McMAIIOri") resides at 23 Wood’s Lane, 
Southhampton, ,'icw York. At all times mentioned herein, McMAHON, an 
accountant, was the comptroller of a wholly owned GEON subsidiary, GEON 
Intercontinental Incorporated ("Intercontinental"). He had the overall 
responsibility for the accounting department at Intercontinental. 

11. ED'.nP.CS ?. Hf.’iLY is a broker-dealer in securities registered 
with the plaintiff COMMISSION pursuant to Section 15(b)(1) of the Exchange 
Act with its principal offices located at Henostuad, New York. It is a 
member of the AMEX and has offices located primarily in the New York 
metropolitan area, including one at Hewlett, Long Island, New York. 

12. MARVlil RAL'CH ("RAUCH") was at all times mentioned herein 

a registered representative,employed in the Hewlett office of defendant 
EDWARDS 4 HANLY. RAUCH, employed by EDWARDS 4 HANLY since August 1973, 
resides at 1609 Channel Road, Hewlett Harbor, New York. 

13. ROY ALPERT ("R. ALPERT") is a partner with his brothers 

In the Long Island real estate firm known as ERICO Associates. R. ALPERT 
has been a close friend of defendant NEUWIRTH for 18 years and meets 
socially with him weekly. R. ALPERT presently resides at 343 Chicken 
Valley Road, Glenhead, Long Island, New York. 

14. IRVING ALPER1 (” I. ALPERT”), the brother of R. ALPERT, and 
a partner in ERICO Associates, reties at 20 Canterbury Road, Great Neck, 

New York. 

COUNT I 

SECTION 10(b) OF THE EXCHANGE ACT, 

15 U.S.C. 78j(b), AND RULE 10b-5, 

17 CFR 240.10b-5, THEREUNDER _ 

15. The allegations In paragraphs 1 through 14 of this complaint 
are realleged and Incorporated herein by this reference. 

16. Conrencing in or about September 1973 and continuing to the 
date hereof, In the Southern District of New York, and elsewhere, defendants 
GEON, NEU'.;:p.TH, BLOOM, McMAHON, EDWARDS 4 HANLY, RAUCH, R. ALPERT and 

I. ALPERT and other persons, singly and In concert, directly and indirectly. 
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and aiding and abetting each other, in connection with the purchase and 
sale of securities by the use of the mails and the means and instrumentalities 
of interstate commerce and the facilities of a national securities exchange 
have been and are no./ (1) employing schemes, devices and artifices to 
defraud, (2) making untrue statements of material facts and omitting to 
state material facts necessary in order to make the statements made, in 
the light of the circumstances under which they were made, not misleadina, 
and (3) engaging in acts, practices and a course of bi .iness which have 
operated and would operate as a fraud and deceit upon purchasers and 
sellers of securities in violation of Sect' - 10(b) of the Exchange Act, 

15 U.S.C. 78j(b), and Rule 10b-5, 17 CFR 240.1 Ob -5 thereunder, as more fully 
alleged in paragraphs 17 through 36. 

17. In approximately September or October 1973, defendant GEON 
began discussions with Burmah Oil Company ("Burmah") relative to the 
acquisition of GEON by Burmah (hereinafter referred to as "the discussions"). 
On or about December 3, 1973, defendant GEON issued its first public release 
stating th?t the discussions jjtere being conducted. 

18. Despite the absence of publicly available information 
concerning the discussions, defendant NEUWIRTH provided defendants RAUCH 
and R. ALPERT, among others, prior to December 3, 1973 with a continuous 
flow of material non-public information regarding the fact and the progress 
of the discussions. 

19. While in possession of this material non-public Information, 
defendants R. ALPERT and I. ALPERT ourchased approximately 4/00 shares 

of the common stock of GEON on the AMEX during October 1973 in anticipation 
of an increase in the price of the stock without disclosing such Information. 

20. While in possession of this material non-public information 

given to them by NEUWIRTH, defendants RAUCH and EDWARDS 4 HANLY purchased 
GEON shares on the AMEX for RAUCH, his relatives, and other clients. Including 
defendant McMAHON, who was also in possession of such material non-public 
information and who had instructed RAUCH to purchase GEON shares for his 
account. • 
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21. Tor ex.u.iple, from October through December 3, 1973, defendant 
RAUCH purchased approximately 4,200 shares of CCON for the accounts of his 
wife, Mc.'.AHO.'l, and a nominee account in the name of Mc.'lAIION's father-in-law, 
and made additional purchases for his other customers without disclosing 
the above-described material non-public information. In order to conceal 
the fact that defendant McMAHON was erployed by GEON and its subsidiaries, 
defendant RAUCH designated defendant McflAIION's place of employment as 
"Arthur Anderson & Co.” on KcMAHON's account card at EDWARDS & HANLY. 
Further, when defendant McMAHON was unable to make payment for the purchase 
of 600 shares of GEON's stock purchased on margin, despite the absence of 

a signed margin agreement, which fact EDWARDS & HANLY knew or should 
have known, defendant RAUCH directed defendant McflAHON to a lending 
institution to obtain the funds. When this institution failed to lend all 
of the funds necessary to complete the margin transaction, defendant RAUC 
personally loaned funds to defendant McMAHOtl to provide additional margin. 

22. On or about December 21, 1973, defendant GEON publicly 
announced that an agreement in principle had been reached with Burmah 
whereby Burmah would acquire GEON at approximately $16.80 per share. 

23. During January and February 1974, defendant NEUWIRTH 
continued to keep defendants R. ALPERT and RAUCH, among others, apprised 
of the progress of the Burmah deal. 

24. On approximately February 15, 1974, a meeting of the board 
of directors of GEON was scheduled for February 21 , 1974, at 3:30 p.m. at 
the offices of GEON's attorneys In Manhattan for the purpose of acquiring 
GEON's directors' formal approval of a wrltttn contract between GEON 

and Burmah. 

25. Between approximately February 15 and February 21 , 1974, 
defendant NEUWIRTH advised defendants R. ALPERT and RAUCH, among others, 
of the scheduled meeting of the board of directors and the purpose of 
the meeting. No public release regarding the impending meeting of the 
hoard of directors was issued and this Information was not generally 
available to the investing public. Whilfi in possession of this material non 
public information, defendant RAUCH bounht additional shares of GEON 
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for bin.self and others on the Al\CX through defendant EE.'ARDS 1 HANLY 
without disclosing the material non-public information concerning the meeting. 

26. In anticipation of the scheduled directors meeting, certain 
officers and employees of GEON, including defendants BLOOM and McMAHON, 
gathered ard assembled financial data from the various divisions 

of the company so as to have an indication of the company's performance 
for the year 1973. This preliminary financial data indicated a substantial 
variance between the projected earnings of the company and its actual 
earnings. It appeared that the pre-tax net earnings for 1973 would be 
some $900,000 or approximately 29» less than expected. 

27. Due to the pressure of time, it was not possible to confirm 
the full magnitude of the reduced net earnings prior to the scheduled 
directors meeting. Attempts to call the attorneys for GEON to delay the 
meeting were not successful. Defendant BLOOM and certain officers of 
GEON, one of whom was also a director, arrived early for the directors 
meeting so that they could discuss the variance problem with the company's 
counsel. Upon arriving at the offices of counsel, a discussion ensued 
between counsel and the company's officers in the corridors of counsel's 
offices. As certain of the directors, including defendant NEUWIRTH, 
arrived for the meeting, they were immediately informed of the probable 
substantial reduction In the net earnings of the company. 

28. Shortly after these Initial discussions, the meeting of the 
board of directors was held and it was decided that the agreement with 
Burmah could not then be signed and that a determined effort would be made 
to determine the amount of the company's earnings. 

29. During the remainder of that day and on into the early morning 
of February 22, 1974, GEON personnel, Including defendants BLOOM and McMAHON 
sought to obtain more concrete financial information. Although no definitive 
conclusion was reached that night, defendants BLOOM and McMAHON knew GEON'S 
pre-tax earnings would be reduced by at least $300,OOP or approximately 102. 
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30. Defendant Ml.’j'MO'I left the company offices shortly after 
midnight. Arriving hci o at approriratcly 1:30 a.m. on February 22, 1974, 
defendant McMAHON ii.jedlately called defendant RAUCH and directed that 
•'Is (Mt’lAHCTs) holdings In GEON be sold as soon as possible. 

31. Later that iorning, at approximately 7:30 a.m., defendant 
RAUCH called defendant McMAHON to confirm that defendant McMAHON wanted 
to sell his entire holdings in GEON including those in his own account 
and those in his account under the name of his father-in-law. During 
the course of the conversation, defendant RAUCH, who knew that defendant 
McMAHON was employed in the accounting department of GEON, was told that 
GEON had a "big problem with the figures." Defendant RAUCH proceeded to 
his office and entered orders to sell defendant McMAHON's GEON stock 
holdings. In addition, defendant RAUCH, while in possession not only of 
the information made available to him by defendant McMAHON but also in 
posse, sion of the Information previously provided to him by defendant 
NEUWIRTH, none of which was available to the investing public generally, 
proceeded to enter orders to sell GEON common stock for himself, his 
relatives, friends and various other clients. These orders were executed 
by defendant EDWARDS & HANLY. Defendants McMAHON and RAUCH failed to 
disclose the material non-public Information concerning GEON’s probable 
earnings reduction and its probable impact on the Burmah "cquisition. 

32. Defendants R. ALPERT and I. ALPERT, who knew frr idant 

NEUWIRTH of the scheduled meeting of the > ard of director! ,e the 

Burmah agreement, and who anticipated hearing from defendant ... . rtTH the 

favorable results of that meeting, having heard nothing by the morning of 
February 22, 1974, entered orders with their broker to sell half of their 
holdings in GEON common stock without disclosing the material non-public 
Information concerning the GEON board of directors meeting. 

33. As a result of the previously described sell orders, among 
others, the market In GEON cor.non stock on the AMEX was swamped with sell 
orders prior to the opening on February 22, 1974, creating an "imbalance.” 


L 





Consequently, officials of the AMEX delayed the opening of the market in 
GCOr: stock and called the co; uany to determine what information the compjny 
could provide to explain the large number of sell orders. Defendant BICGM 
advised that GEON had no information or recent developments to account for 
the sell orders, though, at that tine, he knev/ that there would be 
a substantial reduction in GEON's previously reported financial results for 
the first three quarters of 1973 and that GEOll's earnings for the year 
would be substantially lower than were projected, and that the proposed 
acquisition by Burmah might thereby be affected. 

34. On or about February 22, 1974, the AMEX opened trading in 

GEON comm,on stock and the sell orders of defendants RAUCH, McMAHON, R. mlPERT 
and I. ALPERT were executed. Defendant I. ALPERT, when he was told that his 
Initial order had been executed, entered a second order to sell the remain¬ 
ing half of his and R. ALPERT's GEON stock, again without disclosing the 
material non-public information in the ALPERTS' possession. From approximately 
10:33 A.M. to approximately 11:19 A.M., the price of GEON stock declined from 
approximately $14-3/8 to approximately $11-7/8 on heavy volume, at which 
point, pursuant to a request from GEON's counsel, the AMEX halted trading 
pending an announcement from the company. 

35. On or about March 15, 1974, GEON publicly announced It had 
reached a revised agreement In principle with Burmah. The revised agreement 
called for a purchase price of $28 million or about $13.00 per share, 

down from the originally agreed price of $36 million or about $16.80 per 
share. GEON further announced that its net earnings were $1.4 million or 
.67 cents a share down from $1.7 million or .81 cents a share in 1972. 

36. In furtherance of the scheme described above and In order 
to continue to conceal such conduct, defendant RAUCH called defendant 
McMAHON on or about Februa-y 27, 1974 to fabricate a story with respect 
to the facts and circumstances surrounding McMAHON's sales of GEON stock 
on February 22, 1974. Defendant RAUCH also called McMAHON's father-in-law 
In ar. unsuccessful! effort to enlist his participation in the fabrication. 


1 
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Thereafter, defendant RAUCH testified before the AMEX at its request 
and, while under oath, related the fabricated story to officials of the 
AMEX. 


count ii 

VIOLATION OF SECTION 17(a) OF THE 
SECURITIES ACT, 15 U.S.C. 77q(a) 

37. Paragraphs 1, 4 through 1 , and 26 through 36 are hereby 
realleged and incorporated herein by this reference. 

38'. From in or about September 1973 to March 1974, defendants OECN 
NEUWIRTH, BLOOM, McMAHON, EDUARDS & HANLY, RAUCH, R. ALPERT and I. ALrERT 
and other persons, directly and indirectly, singly and in concert and 
aiding and abetting each other, in the offer and sale of securities, by 
use of the means and instruments of transportation and communication in 
interstate coranerce and of the mails, have been and are now (1) employing 
devices, schemes and artifices to defraud, (2) obtaining money and property 
by means of untrue statements of material facts and omitting to state 
material facts necessary in order to make the statements made, in the light 
of the circumstances under which they were maae, not misleading, and (3) 
engaging In transactions, practices and a course of business which have 
operated, are operating and would operate as a fraud and deceit on purchasers 
and prospective purchasers of the securities of GEON, In the manner and 
means as set forth In paragraphs 17 through 36 above, all In violation of 
Section 17(a) of the Securities Act, 15 U.S.C. 77q(a). 

COUNT III 

VIOLATION OF SECTION 7(c) OF THE 
EXCHANGE ACT, 15 U.S.C. 78g(c) 

AND REGULATION T, 12 CFR 220, 

PROMULGATED THEREUNDER _ 

39. Paragraphs 2 through 6, 10, 12, 21 and 30, 31 and 34 are 
hereby realleged and incorporated herein by this reference. 

40. From In or about November 1973 and continuing to the 
present, defendants RAUCH and McMAHON, singly and In concert and aiding 
and abetting each other have been and are new effecting transactions in 
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the general accounts of defendant McMAIION and those of McMAIION in the 
nemo of his father-in-law, which, in combination with the other transactions 
effected in such account on the san.e day, created an excess of the adjusted 
debit balances of such accounts over the maximum loan value of the 
securities in such accounts without obtaining, as promptly as possible 
and in any event before the expiration of five full business days 
following the date of such transactions, deposits into such accounts of 
cash or securities in such amount that the cash deposited plus the loan 
value of the securities deposited equalled or exceeded the excess so created 
or the increase so caused, in violation of Section 7(c) of the Exchange 
Act, 15 U.S.C. 78g(c), and Regulation T, 12 CFR 220, promulgated there¬ 
under by the Federal Reserve Board as more fully described hereafter. 

41. On or about November 2, 1973, defendant RAUCH in agreement 
with defendant McMAHON purchased for McMAHON 200 shares of GEON, a margin 
security, in an account in the name of McMAHON's father-in-law. RAUCH, 

In furtherance of his violative conduct, did not record that McMAHON 

was the beneficial owner of the account, nor did RAUCH acquire the 
signature of the father-in-law or McMAHON on a margin agreement as he was 
required to do. 

42. On or about November 6 and 9, 1973, defendants RAUCH and 
McMAHON decided to and did purchase additional shares of GEON. Defendant 
RAUCH then arranged for an extension of time for McMAHON to advance the 
cash needed to be in compliance with the margin requirements. 

43. When defendant McMAHON failed to advance the cash needed 

to comply with the margin requirements then applicable to these accounts, 
defendant RAUCH obtained an additional extension of time for such payment 
to be made. Defendant McMAHON, who had been unable to obtain the money, 
at the suggestion of RAUCH, borrowed from a particular lending Institution 
designated by RAUCH approximately one-half of the cash needed to satisfy 
the margin requirements. Defendant McMAHON then advised RAUCH of his 
inability to procure all the needed cash. 
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44. It was then orally agrcad that PAUCII, McKAl ION'S broker, 
would personally lend to !U’!A!IC.‘I additional cash. This cash was deposited 
by KAwCII in McMAaG.I's account in an attempt to ir.ake it appear that the 
account reflected coxal iance with the margin requirements EDUARDS & hAULY, 
with RAUCH's knowledge, extended the credits for the balance of the purchase 
price for the shares. 

COUNT V 

VIOLATION Or SECTION 7(f) OF THE 
EXCHANGE ACT (15 U.S.C. 73q(f)) 

AHO REGULATION X PROMULGATED THERE¬ 
UNDER__ 

45. Paragraphs 2 through 6, 10, 12, 21 , 30, 31 , 34 and 40 
through 44 are hereby realleged and incorporated herein by this reference. 

46. From on or about November 1973 and continuing to the present, 
defendant McMAHON, aided and abetted by defendant RAUCH, obtained credit 
for the purpose of purchasing or carrying securities from a broker-dealer 
not In conformity with the provisions of Regulation T In violation of 
Section 7(f) of the Exchange Act, IE U.S.C. 78g(f), and Regulation X, 

12 CFR 224, promulgated thereunder as more fully described in paragraphs 
40 through 44 above. 

WHEREFORE, plaintiff SECURITIES AND EXCHANGE COMMISSION respect¬ 
fully demands that this Court: 

I. ISSUE a preliminary injunction and final judgment of permanent 
Injunction restraining and enjoining the defendants GEON and EDWARDS S HANLY, 
and their officers, directors, employees, agents, partners, successors, 
affiliates, subsidiaries and assigns, and the defendants NEUWIRTH, BLOOM, 
McMAHON, RAUCH, R. ALPERT and I. ALPERT, their agents, servants, employees, 
successors and assigns, and each of them and those persons acting In 
concert or participation with them, from, directly or indirectly. In 
connection with the offer, purchase, or sale of securities. Issued or to 
be Issued, by defendant GEON, Its subsidiaries or affiliates, or the 
securities of any other issuer, making use of the means and instrumentalities 
of interstate commerce or of the mails to: 




. Obtain money or property by making or make materially 
false and misleading state;.onts or emit to state 
material facts necessary in order to make statements 
made, in light of the circumstances under which they 
were made, not misleading, concerning, among other 
things: 

1. the status of negotiations between GEON 

and Burmah Oil Co. or the status of negotiations 
between any other persons, companies or other 
entities, 

2. the financial position of GEON or any other 
issuer regarding, among other things, 
earnings and profitability, and 

3. the full nature, extent and source of 
Information with respect to GEON or' 
any other Issuer; 

Employ any device, sche-* or artifice to defraud by 
engaging In any of the activities described In sub- 
paragraph A of this Part I or in practices of similar 
purport or object; and 

Engage in any act, practice or course of business which 
operates or would operate as a fraud or deceit upon any 
person by, including, but not limited to: 

1. purchasing and selling, or offering to 
purchase or sell, securities of GEON, or 
any other securities, while in possession 
of material n^.i-publlc information with¬ 
out disclosing such information, or 

2. disseminating material non-public information 
with respect to GEON, or any other Issuer, to 
persons in a position to use such information 











17a 


- 13 - 

In connection with the purchase or sale of 
securities without prior thereto making such 
information available to the investing public 
generally, or 

3. failing tQ adequately supervise and control 
the activities of their employees or agents - 
In violation of Section 10(b) of the Exchange Act, 15 U.S.C. 
78j(b), and Rule 10b-5 promulgated thereunder, and Section 17(a) 
of the Securities Act, 15 U.S.C. 77q(a). 

II. ISSUE a preliminary injunction and a final judgment of 
permanent injunction restraining and enjoining defendants RAUCH and 
McMAHON, their agents, servants, employees, and those persons acting in 
concert or participation with them, either directly or indirectly, or 
by aiding or abetting each other from, among other things: 

A. a Tanging for the extension of credit, or from 
extending credit for the purpose of purchasing 
or carrying securities In violation of Section 
7(c)(1) of the Exchange Act, 15 U.S.r. 78g(c), 

and Regulation T promulgated thereunder, 12 CFR 220. 

B. obtaining credit for the purpose of purchasing 
or carrying of securities in violation of 
Section 7(f) of the Exchange Act, 15 U.S.C. 

78g(f) and Regulation X promulgated there¬ 
under, 12 CFR 224. 

III. GRANT such other and further relief as the Court deems 
appropriate, including the disgorgement of all Illegally obtained benefits. 
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Respectfully Submitted, 


(t^y r Csls ( i _/ 

Wallace L. Virmeny / 


Associate Director 


-/str '.-j 

Richard S. Kraut 
Office Chief 

RCJ -Ath- 'V.Jv,, 

Michael J-icConiiie ' 

Special Counsel 



Michael'Perils ' 
Attorney 



Richard Rubin 
Attorney 


William D. Moran 

Administrator 

New York Regional Office 

Securities and Exchange Commission 

26 Federal Plaza 

New York, New York 10007 

Telephone (212) 264-1636 



Attorneys for Plaintiff 
Securities and Exchange Commission 
Washington, D.C. 20549 
Telephone (202) 755-8792 


Dated: 











UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


r.LcD 

w s . district court 

to ^ Ai9 W7«| 

H.Y. 


SECURITIES and exchange 
COMMISSION, 


Plaintiff, 


-against- 


74 Civ. 1496 (D.B.B.) 


ANSWER OF 

DEFENDANT AWARDS ft HANLY 


GEON INDUSTRIES, INC., GEORGE 0. 
NEUWIRTH, FRANK BLOOM, JAMES 
MCMAHON, EDWARDS & HANLY, MARVIN 
RAUCH, ROY ALPERT and IRVING 
ALBERT, 

Defendants. 


Defendant Edwards & Hanly by Delson ft Gordon, 

Its attorneys, answering the plaintiff's complaint, 
states: 

1. Denies each and every allegation of 
paragraphs 1, 6, 16, 20 and 38 of the Complaint as the 
same relates to the answering defendant and denies know¬ 
ledge or information sufficient to form a belief as to 
the truth of each and every allegation of each such 
paragraph as the same relates to the other defendants. 

2. Denies knowledge or information suffi¬ 
cient to form a belief as to the truth of each and every 
allegation of paragraphs 2, 8, 9, 10, 13, 14, 17, 18, 19, 
23, 24, 26, 27, 28, 29, 30, 32, 33, 35, 36, 40, 4l, 42, 

43 and 46 of the Complaint. 

3* With respect to the allegations of 
paragraphs 4 and 5 of the Complaint admits that the 
plaintiff purports to brl-r this action under th~ sections 
cited in paragraph 4 and purports to invoke the 
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Jurisdiction of the Court pursuant to the sections 
cited in paragraph 5, hut denies as to the answering 
defendant that this action is properly brought against 
this defendant under the sections cited in paragraph 
4 and denies that this Court has Jurisdiction over any 
acts, practices or courses of conduct which may have 
been undertaken by the answering defendant in 
connection with the subject matter of the Complaint. 

4. Denies knowledge or information 
sufficient to form a belief as to the truth of each 
and every allegation of paragraph 7 of the Complaint, 
except admits that the common stock of the defendant 
Geon is listed for trading on the American Stock 
Exchange. 

5. Denies knowledge or^information 
sufficient to form a belief as to the truth of each 
and every allegation of paragraph 21 of the Complaint, 
except admits that the defendant Rauch designated 
defendant McMahon's place of employment as "Arthur 
Anderson & Co." on McMahon's account card at Edwards 

fc Hanly and denies that a margin account maintained 
by the defendant McMahon with Edwards & Hanly was 
absent a signed margin agreement and denies that the 
answering defendant knew or should have known of the 
alleged wrongful conduct set forth in said paragraph. 

6. Denies knowledge or informat.in 
sufficient to form a belief as to the truth of each 
and every allegation of paragraph 25 of the Complaint, 
except admits that defendant Rauch purchased additional 
shares of Geon for himself and others on the AMEX 
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through defendant Edwards & Hanly between approximately 
February 15 and February 21, 1974 and denies thac the 
answering defendant knew or should nave known of any 
of the allegeci wrongful conduct set forth In said 
paragraph. 

7. Denies knowledge or Information 
sufficient to form a belief as to the truth of each and 
every allegation of paragraph 31 of the Complaint, 
except admits that on February 22, 1974, the answering 
defendant executed certain orders for the sale of Geon 
stock and denies that it knew or should have known of 
any of the alleged wrongful conduct set forth in said 
paragraph. 

8 . Denies knowledge or information 
sufficient to form a belief as to the *truth of each and 
every allegation of paragraph 34 of the Complaint, except 
admits that on or about February 22, 1974 the AMEX 
opened trading on Geon common stock and certain sell 
orders of defendants Rauch and McMahc.i were executed. 

9. Denies knowledge or information • 
sufflc 4 jnt to form a belief as to the truth of each and 
every allegation of paragraph 41 of the Complaint, 
except admits that the answering defendant extended 
certain margin credits in an account maintained by the 
defendant McMahon and denies that the answering defendant 
knew or should have known of any of the alleged wrongful 
conduct set forth in said paragraph. 
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AS AND FOR A 

FIRST AFFIRMATIVE DEFENSE 
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10. The Complaint falls to state a cause 
of action against the defendant Edwards & Hanly. 


AS AND FOR A 

SECOND AFFIRMATIVE DEFENSE 

11. With respect to the activities of Its 
•employee defendant Rauch, the answering defendant at 
all times acted In good faith and did not directly or 
Indirectly Induce the act or acts constituting the 
alleged violations or causes of action. 


WHEREFORE, defendant Edwards & Hanly demands 
Judgment dismissing the Complaint together with such 
other and further relief as to the Court may seem Just 
and proper. 


DELSON & GORDON 
Attorneys for Defe^n^Cnt 
Edwardg' & Hanly 

fyW Si WX- 

A Member 


By: 



Office and Post Office Address 
230 Park Avenue 
New York, New York 10017 
(212) 686-8030 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 


rii_ e 2 

.ivotswVrcr.’S- 

im !6 /% ?M ’ M 


SECURITIES AND EXCHANGE COMMISSION, 


4- r ~r*u:-x 


Plaintiff, 


-agalnst- 


GEON INDUSTRIES, INC., GEORGE 0. NEUWIRTH, 
FRANK BLOOM, JAMES McMAHON, EDWARDS & HANLY 
MARVIN RAUCH, ROY ALPERT, IRVING ALPERT, 


Defendants. 


ANSWER 


Ik Civ. 11196 
(DBB) 


Defendant GEORGE 0. NEUWIRTH, by his attorneys 
Kaye, Scholer, Flerman, Hays 4 Handler, for his answer to 


the complaint herein, alleges as follows: 


1. Denies each and every allsgation contained In 


paragraph "1" of the complaint herein. 


2. Denies that he has knowledge or information 


thereof sufficient to form a belief as to the truth of e'ach 


and every allegation contained in paragraphs "2", "3", "4" 


and "5" of the complaint herein. 


3« Denies that he has knowledge or information 


thereof sufficient to form a belief as to the truth of each 


and every allegation contained in paragraph "6" of the 


complaint herein, except specifically denies each and every 


allegation contained in paragraph "6" of the complaint herein 


insofar as It purports to relate to defendants Geon, Neuwirth 


and Bloom. 


1 ». Denies each and every allegation contained in 
paragraph "7" of the complaint herein, except admits that 
Geon is a New York corporation with its headquarters located 
at 80 Crossways Park Drive, Woodbury, New York, that Geon, 
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through its subsidiaries, is engaged primarily in the business 
of importing and distributing foreign car replacement parts 
throughout the United States and distributing throughout the 
free world United States manufactured automotive, aircraft, 
tractor, industrial, marine and other parts, that Geon his 
approximately 2 million shares of common stock outstanding, 
that its common stock is listed for trading on the American 
Stock Exchange and that its securities are registered 
pursuant to Section 12(b) of the Securities Excnange Act of 
193 1 *. 

5. Denies each and every allegation contained in 
paragraph "8" of the complaint herein, ekcept admits that 
George 0. Neuwlrth, Geon's founder, is Geon's chief executive 
officer, chairman of the board and the record and beneficial 
owner of 1^1,960 shares of Geon stock, that George 0. 

Neuwlrth, as voting trustee for a member of his immediate 
family and others, is the record owner of 441,253 shares of 
Geon's common stock, which defendant Neuwlrth votes pursuant 
to a voting trust, and that defendant Neuwlrth resides at 

3 Hawthorne Lane, Great Neck, New York. 

6. Denies each and every allegation contained in 
paragraph "10" of the complaint herein, except denies that 
it has knowledge or information thereof sufficient to form a 
belief as to the truth of whether defendant McMahon resides 
at 23 Wood's Lane, Southhampton, New York, and except admits 
that at the times referred to in the complaint, defendant 
McMahon was an accountant, that he was the comptroller of 

t 

Geon Intercontinental Corp. (hereinafter "Intercontinental"), 
a wholly-owned subsidiary of aefendant Ceon, and tnat 
defendant McMahon had responsibility for the supervision and 
administration of all day-to-day accounting and reporting 
functions at Intercontinental. 
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7. Denies that he has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraphs "11" and "12" 
of the complaint herein. 

8. With regard to paragraph "15" of the 
coimlaint herein, repeats and realleges each and every 
allegation contained In paragraphs "1" through "7" of this 
answer with the same force and effect as though more fully 
and at length set forth herein. 

9. Denies each and every allegation contained 
in paragraph "16" of the complaint herein. 

10. Denies each and every allegation contained 

in paragraph "17" of the complaint herein, except admits that 
in approximately September or October 1973* defendant Geon 
began discussions /ith Burmah Oil Company (hereinafter 
Burmah") with regard to whether Burmah might be interested 
in making an offer to acquire Geon, and that on December 3, 
1973 Geon issued a press release which stated in pertinent 
part: 

"Geon Industries, Inc. (Amex) 
announces today that it is engaged 
in preliminary discussions looking to 
the possible acquisition of Geon by 
Burmah Oil Incorporated . . . . " 

11. Denies each and every allegation contained 
in paragraph "18" of the complaint herein. 

12. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "19" of the 
complaint herein, except specifically denies that defendant 
George 0. Neuwirth conveyed any material non-public informa¬ 
tion concerning Geon to either defendant Roy Alpert or to 
defendant Irving Alpert, either during October 1973 or at any 
other time. 
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13. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "20" of the 
complaint herein, except specifically denies that defendant 
George 0. Heuwirth at any time conveyed any material 
non-public information concerning Geon to either defendant 
Karvin Rauch or to defendant Edwards & Hanly or to defendant 
James McMahon. 

14. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "21" of the 
complaint herein. 

15. Denies each and every allegation contained 

in paragraph "22" of the complaint herein, except admits that 
on December 20, 1973 Geon issued a press release which 
stated: 


"Geon Industries, Inc. (Amex) announced 
today that its Board of Directors has approved 
an agreement in principle with Burmah Oil 
Incorporated for the acquisition of Geon by 
Burmah for a price of $36 million in cash, 
which after the payment of expenses related 
to the acquisition will be approximately $16.80 
per share. Geon said that the transaction is 
subject to the preparation and execution of a 
definitive agreement and other conditions. 
Including necessary United Kingdom approvals." 

16. Denies each and every allegation contained 
in paragraph "23" of the complaint herein. 

17. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "25" of the 
complaint herein, except admits that on February 20, 1974 
defendant George 0. Neuwirth advised defendant Roy Alpert 
that on February 21, 1974 there would be a meeting of the 
board of directors of Geon at which Neuwirth anticipated that 
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the board of directors of Geon would review and approve the 
written contract embodying the deal with Burmah, and that 
no public release regarding this meeting was Issued, and 
except specifically denies that defendant Neuwirth advised 
defendant Rauch either that there would be a meeting of the 
3eon board of directors on February 21, 1974 or the purpose 
of that meeting, and except specifically denies that 
defendant George 0. Neuwirth conveyed any material non-public 
information concerning Geon to either defendant Roy Alpert 
or to defendant Marvin Rauch, either between February 15 
and February 21, 1974 or at any other time. 

18. Denies each and every allegation contained 

in paragraph "26" of the ,complaint herein, except admits that 
in anticipation of the scheduled board of directors meeting, 
certain officers and employees of Geon, Including defendants 
Frank Bloom and James McMahon, attempted to gather and 
assemble financial data from various divisions of the company 
in the hope of having an indication of the company’s 
performance for the year 1973, and except specifically 
denies that the information in the possession of defendants 
Frank Bloom and James McMahon on February 21, 1974 can 
fairly be characterized as "preliminary financial data.' 1 

19. Denies each and every allegation contained 
in paragraph "27" of the complaint herein. 

20. Denies each and every allegation contained 
in paragraph "28" of the complaint herein, except admits 
that at the board of directors meeting of Geon held on 
February 21, 1974 it was decided that a determined effort 
would be made to obtain a reliable assessment of the 
company's 1973 earnings. 
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21. Denies each and every allegation contained 
In paragraph "29" of the complaint herein, except admits 
that during the evening of February 21, 1974 and on Into 
the early morning of February 22, 1974 defendants Fran* 

Bloom and James McMahon sought to obtain reliable financial 
’information. 

22. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraph "30" of the 
complaint herein. 

23. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 

I 

and every allegation contained In paragraph "31" of the 
complaint herein, except specifically denies that defendant 
George 0. Neuwlrth ever provided defendant Marvin Rauch 
with any material non-public Information concerning Geon, 
and except specifically denies that either on February 21 or 
February 22, 1974 any person was in possession of any 
information which showed a "probable earnings reduction" on 
the part of Geon. 

24. Denies that he has knowledge or information 
thereof sufficient tq form a belief as to the truth of each 
and every allegation contained in paragraph " 32 " of the 
complaint herein, except admits that on February 20, 1974 
defendant Roy Alpert; was told by defendant George 0. Neuwlrth 
that there would be a meeting of the board of directors of 

4 

Geon on February 21, 1974 to approve the Burmah contract, 
and except specifically denies that on February 22, 1974 
defendants Roy Alpert and Irving Alpert were in possession of 
any material non-public information concerning Geon trans¬ 
mitted to them by defendant George 0. Neuwlrth. 











25. Denies each and every allegation contained 


in paragraph "33" of the complaint herein, except denies 
that he has knowledge or information thereof sufficient to 
form a belief as to whether, as a result of previously 
described sell orders, among others, the market in Geon 
common stock on the American Stock Exchange wa3 swamped 
with sell orders prior to the opening on February 22, 1974, 
creating an imbalance, and except admits that on February 22, 
1974 officials of the American Stock Exchange delayed the 
opening of the market in Geon stock and thereafter placed a 
telephone call to Geon. 

26. Denies that he has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "34" of the 
complaint herein, except admits that on February 22, 1974 the 
American Stock Exchange opened trading in Geon common stock 
and that from the opening to approximately 11:19 a.m. the 
price of Geon common stock declined from approximately 14-3/8 
to approximately 11-7/8 and that, prior to 11:00 a.m. on the 
morning of February 22, 1974, and at a time when the market 
price of Geon's stock was last quoted at 13-7/8, Geon's 
counsel requested that the American Stock Exchange halt 
trading in Geon, and that thereafter the American Stock 
Exchange complied with that request. 

27. Denies each and every allegation contained 
in paragraph "35" of the complaint herein, except admits 
that on March 14, 1974 Geon publicly announced it had 
reached a revised agreement in principle with Burmah, that 
the revised agreement called for a purchase price of 

$28 million, or approximately $13 per share, down from the 








originally agreed price of $36 million, or approximately 
$16.80 per share, and that Qeon further announced that its 
net earnings were $ 1 .4l8 million or $.69 per share as 
against $ 1,667 million or $. 8 l per share in 1972 . ' 

28. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph " 36 " of the 
complaint herein, except specifically denies that any of the 
defendants Geon, Neuwlrth or Bloom participated in any scheme 
with defendant Rauch. 

29. With regard to paragraph "37" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs " 1 " through " 7 " and " 18 " 

- ”ough 28 " of this answei with thg same force and effect 
as though more fully and at length set forth herein. 

30. Denies each and every allegation contained 
in paragraph " 38 " of the complaint herein. 

31. With regard to paragraph " 39 " of the 

complaint herein, repeats and realleges each and every 
allegation contained in paragraphs " 2 ", " 3 ", " 6 ", " 7 " "14" 

" 22 ", "23" and " 26 " of this answer with the same force and 
effect as though more fully and at length set forth herein. 

32. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation cc ained in paragraphs "40" through 
"44" of the complaint herein. 

33. With regard to paragraph "45" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs " 2 ", " 3 ", " 6 ", " 7 ", "14" 
" 22 ", ’ 23 ", " 26 " and " 32 " of this answer with the same force 
and effect as though more fully and at length set forth 
herein. 







3 1 * • Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "ko" of the 
complaint herein. 

WHEREFORE, defendant GEORGE 0. NEUWIRTH 
respectfully demands Judgment dismissing the complaint 
herein together with costs and disbursements, and for such 
other and further relief as to this court may seem just and 
proper. 


KAYE, SCHOLER, FIERMAN, HAYS & HANDLER 



GEON INDUSTRIES, INC., GEORGE 0. 
NEUWIRTH and FRANK BLOOM 













united states district court 

SOUTHERN DISTRICT OP NEW YORK 


SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, 


-against- 


AFFIDAVIT 

74 Civ. 1496 
(DBB) 


GEON INDUSTRIES, INC., GEORGE 0. NEUWIRTH, 
FRANK BLOOM, JAMES McMAHON, EDWARDS & HANLY, 
MARVIN RAUCH, ROY ALBERT, IRVING ALPERT, 

Defendants. 


STATE OF NEW YORK ) 
COUNTY OF NEW YORK ) 


Patricia Andersbn, being duly sworn, deposes and 
says that she is employed in the office of Kaye, Scholer, 
Fierman, Hays & Handler, the attorneys for defendants Geon 


Industries, Inc., George 0. Neuwirth and Frank Bloom herein. 
That on the 25th day of April, 1974, she served the within 
Answer of defendant George 0. Neir rth upon the Securities 
and Exchange Commission, the plaintiff herein, by depositing 
a true copy of the same securely enclosed-in a post-paid 
wrapper in the post office box regularly maintained by the 
United States Goverrment at 425 Park Avenue, Newark, New 
York 10022, directed to said plaintiff at 500 North Capitol 
Street, Washington, D. C. 20549, to the attention of 
Richard Rubin, Esq., that being the address designated by 
them for that purpose. 


Patricia Anderson 


Sworn to before me this 
25th day of April, 1974 


Notary Public ... 

T# , k 

****** jo. 
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SOUTHERN DISTRICT OF NEW YORK 


U.s. DISTRICT COURT 

tn?t 


SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 



-against- 


ANSWER 


GEON INDUSTRIES, INC.,-GEORGE 0. NEUWIRTH, 
FRANK BLOOM, JAMES McMAHON, EDWARDS & HANLY, 
MARVIN RAUCH, ROY ALPERT, IRVING ALPERT, 


74 Civ.11196 
(DBB) 


Defendants. 
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Defendant FRANK BLOOM, by his attorneys Kaye, 
Scholer, Fierman, Hays & Handler, for his answer to the 
complaint herein, alleges as follows: 

1. Denies each and every allegation contained in 
paragraph "1" of the complaint herein. 

2. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "2", "3", "4" 
and "5" of the complaint herein. 

3. Denies that he has knowledge or information 
thereof sufficient to form a belief as to'the truth of each 
and every allegation contained in paragraph "6" of the 
complaint herein, except specifically denies each and every 
allegation contained in paragraph "6" of the complaint 
herein insofar as it purports to relate to defendants Geon, 
Neuwirth and Bloom. 

4. Denies each and every allegation contained 

in paragraph "7” of the complaint herein, except admits that 
Geon is a New York corporation with its headquarters located 


















at 80 Crossways Park Drive, Woodbury, New York, that Geon, 
through its subsidiaries, is engaged primarily in the 
business of importing and distributing foreign car replace¬ 
ment parts throughout the United States and distributing 
throughout the free world United States manufactured 
automotive, aircraft, tractor, industrial, marine and other 
parts, that Geon has approximately 2 million shares of 
common stock outstanding, that its common stock is listed 
for trading on the American Stock Exchange and that its 
securities are registered pursuant to Section 12(b) of the 
Securities Exchange Act of 1934. 

5. Denies each and every allegation contained in 
paragraph "8" of the complaint nerein, except admits that 
George 0. Neuwirth, Geon's founder, is Geon's chief executive 
°mcer, chairman of the board and the record and beneficial 
owner of 141,960 shares of Geon stock, that George 0. 
Neuwirth, as voting trustee for a member of his immediate 
family and others, is the record owner of 441,253 shares of 
Geon's common stock which defendant Neuwirth votes pursuant 
to a voting trust and that defendant Neuwirth resides at 

3 Hawthorne Lane, Great Neck, New York. 

6. Denies each and every allegation contained 

in paragraph "10" of the complaint herein, except denies that 
he has knowledge or information thereof sufficient to form a 
belief as to the truth of .whether defendant McMahon resides 
at 23 Wood's Lane, Southnamptor, New York, and except admits 
that at the times referred to la the complaint, defendant 
McMahon was an accountant, that he was the comptroller of 
Geon Intercontinental Corp. (hereinafter "Intercontinental"), 
a wholly-owned subsidiary of defendant Geon, and that 
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defendant McMahon had responsibility for the supervision and 
administration of all day-to-day accounting and reporting 
functions at Intercontinental. 

7. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "11" and "12" 
of the complaint herein. 

8. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "13" and "14" 
of the complaint herein. 

9. With regard to paragraph "15" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs "1" through "8" of this 
answer with the same force and effect as though more fully 
and at length set forth herein. 

10. Denies each and every allegation contained 
in paragraph " 16 " of the complaint herein. 

11. Denies each and every allegation contained in 
paragraph "17" of the complaint herein, except admits that 
in approximately September or October 1973* defendant 

Geon began discussions with Burmah Oil Company (hereinafter 
"Burmah") with regard to whether Burmah might be Interested 
in making an offer to acquire Geon, and that on December 3» 
1973 Geon Issued a press release which stated in pertinent 
part: 

"Geon Industries, Inc. (Amex) 
announces today that it is engaged 
in preliminary discussions looking to 
the possible acquisition of Geon by 
Burmah Oil Incorporated . " 

12. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "18", "19", 

"20" and "21" of the complaint herein. 
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1 ^3*. Denies each and ev^ry allegation contained 
in paragraph "22" of the complaint herein, except admits 

that on December 20, 1973 Qeon Issued a press release which 
stated: 

Qeon Industries, Inc. (Amex) announced 
today that its Board of Directors has approved 
an agreement In principle with Burmah Oil 
Incorporated for the acquisition of Geon by 
Burmah for a price of $36 million in cash, 
which after the payment of expenses related 
to the acquisition will be approximately $16.80 
per share. Geon said that the transaction is 
subject to the preparation and execution of a 
definitive agreement and other conditions, 
including necessary United Kingdom approvals." 

1^. Denies that he has knowledge or information 

thereof sufficient to form a belief as to the truth of each 

and every allegation contained in paragraph "23" of the 

complaint herein. 

15. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph '25" of the 
complaint herein, except admits that no public release 
regarding the February 21, 1974 meeting of the Geon board 
of directors was issued. 

16. Denies each and every allegation contained 
I in paragraph "26" of the complaint herein, except admits 
that in anticipation of the scheduled board of directors 
j meeting, certain officers and employees of Geon, including 
defendants Frank Bloom and James McMahon, attempted to 
gather and assemble financial data from various divisions 
of the company in the hope of having an indication of the 
company's performance for the year 1973. and except 
specifically denies that the information in the possession 
of defendants Frank Bloom and James McMahon on February 21, 

1974 can fairly be characterized as "preliminary financial 
data". 
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17. Denies each and every allegation contained 
In paragraph "27" of the complaint herein. 

18. Denies each and every allegation contained 
In paragraph "28" of the complaint herein, except admits 
that at the board of directors meeting of Oeon held on 
February 21, 197 1 * It was decided that a determined effort 
wcftild be made to obtain a reliable assessment of the 
company's 1973 earnings. 

19. Denies each and every allegation contained 
in paragraph "29" of the complaint herein, except admits 
that during the evening of February 21, 197** and on into 
the early morning of February 22, 197** defendants Frank 
Bloom and James McMahon sought to obtain reliable financial 
information. 

20. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "30" of the 
complaint herein, except admits that defendant James 
McMahon left the company offices shortly after midnight. 

21. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "31" of the 
complaint herein. 

22. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "32" of the 
complaint herein. 

23. Denies each and every allegation contained 

in paragraph "33" of the complaint herein, except denies that 
he has knowledge or information thereof sufficient to form a 
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belief as to whether, as a result of previously described 
sell orders, among others, the market in Geon common stock 
on the American Stock Exchange was swampe'd with sell orders 
prior to the opening on February 22, 1974, creating an 
imbalance, and except admits that on February 22, 1974 
officials of the American Stock Exchange delayed the opening 
of the market in Geon stc_k and thereafter placed a telephone 
call to Geon. 

24. Denies that he has knowledge or information ' 
thereof sufficient'to form a belief as to the truth of each 
and every allegation contained in paragraph "34" of the 
complaint herein, except admits that on February 22, 1974 
the American Stock Exchange opened trading in Geon common 
stock, and that from the opening to approximately 11:19 a.m. 
the price of Geon common stock declined from approximately 
14-3/8 to approximately 11-7/8 and that, prior to 11:00 a.m. 
on*the morning of February 22, 1974, and at a time when the 
market price of Geon's stock was last quoted at 13-7/8, 

Geon's counsel requested that the American Stock Exchange 
halt trading in Geon, and that thereafter the American Stock 
Exchange complied with that request. 

25. Denies each and every allegation contained 
in paragraph "35" of the complaint herein, except admits 
that on March 14, 1974 Geon publicly announced it had reached 
a revised agreement in principle with Burmah, that the 
revised agreement called for a purchase price of $28 million, 
or approximately $13 per share, down from' the originally 
agreed price of $36 million, or approximately $ 16.80 per 
share, and that Geon further announced that its net earnings 
were $1,418 million or $.69 per share as against $1,667 
million or $.81 per share in 1972. 
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26. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "36" of the 
complaint herein, except specifically denies that any of the 
defendants Geon, Neuwirth or Bloom participated in any scheme 
with defendant Rauch. 

27. With regard to paragraph "37" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs "1" through "8" and 
"16" through "26" of this answer with the same force and 
effect as though more fully and at length set forth herein. 

28. Denies each and every allegation contained 
in paragraph "38" of the complaint herein. 

29. With regard to paragraph "3*9" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs "2", "3", "6", "7", "12", 
"20", "21" and "24" of this answer with the same force and 
effect as though more fully and at length set forth herein. 

30. Denies that he has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "40" through 
"44" of the complaint herein. 

31. With regard to paragraph "45" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs "2", "3", "6", "7", "12", 
"20", "21", "24" and " 30 " of this answer with the same force 
and effect as though more fully and at length set forth 
herein. 

32. Denies that he has knowledge or ini tion 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "46" of the 
complaint herein. 


7 







I 


WHEREFORE, defendant FRANK BLOOM respectfully 
demands judgment dismissing the complaint herein together 
with costs and disbursements, and for such other and further 
relief as to this court may seem Just and proper. 


KAYE, SCHOLER, FIERMAN, HAYS & HANDLER 


ihe Firm 


Attorneys for defendants 

QEON INDUSTRIES, INC., GEORGE 0. 

NEUWIRTH and FRANK BLOOM 


I 











Ula 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OP NEW YORK 


SECURITIES AND EXCHANGE COMMISSION, 


Plaintiff, 


-against- 


INDUSTR IES, INC., GEORGE 0. NEUWIRTH, 
FRANK BLOOM, JAMES McMAHON, EDWARDS & HANLY 
MARVIN RAUCH, ROY ALPERT, IRVING ALPERT, 


Defendants, 


AFFIDAVIT 

7* Civ. H*96 
(DBB) 


STATE OF NEW YORK ) 

: ss.: 

COUNTY OF NEW YORK ) 

Patricia Anderson, being duly sworn, deposes and 
says that she is employed in the office of Kaye, Scholer, 
Fierman, Hays & Handler, the attorneys for defendants Geon 
Industries, Inc., George 0. Neuwirth and Frank Bloom herein. 
That on the 25th day of April, 1974, she served the within 
Answer of defendant Frank Bloom upon the Securities and 
Exchange Commission, the plaintiff herein, by depositing 
a true copy of the same securely enclosed in a post-paid 
wraRer in the post office box regularly maintained by the 
United States Government at 1*25 Park Avenue, New York, New 
York 10C22, directed to said plaintiff at 500 North Capitol 
Street, Washington, D. C. 205*19, to the attention of 
Richard Rubin, Esq., that being the address designated by 
them for that purpose. 


Patricia Anderson 


Sworn to before me this 
25th day of April, 1971* 


/'Notary Public 

*OC:tT THATCH t 
Not v MI'c, $to;o oi N.V* York 
, No. 93I0U25 

' Qualified In ICInfli County 
Brttflcoi. t.!od in No* York County 
Cvnmiulon loplroo Monk 30, IV7* 











itt-'w YurtK 


. rD'J r ' 

0 $ 0'-" 

Mi 1 


JUT AND EXCHANGE COMMISSION, 


Plaintiff, 


-agalnst- 


... . : S, INC., GEORGE 0. NEUWIRTH, 

.... rfARI. I 

VJC.:, ROY ALPERT, IRVING ALPERT, 
Defendants. 


ANSWER 

' t. 1496 
uB) 


Defendant GEON INDUSTRIES, INC. (hereinafter 
attorneys Kaye, Sehcler, Flerman, Hay3 & 
Handle.', for Its answer to the complaint herein, alleges as 


1. Denie.s each and every allegation contained 
... para/j: i "1" of the complaint herein. 

that it has kRrvled-e t■" ' ~ f orma 1 on 
ther i : f ii.- r to form a belief as to the truth of each 
everj * ration contained In paragraphs ”2", "3", "4" 

•nd "5" of complaint herein. 

j. Denies that It has knowledge or Information 
• •re. : : - t to form a belief as to the truth of each 

.ad • ery • at ion contained in paragraph "o" of the 

.plaint .'.-■rein, except specifically denies each and every 
!;•. t’ c: 'ained in paragraph "6" of the complaint herein, 
t: .far a - It purports to relate to defendants Geon, 

Nouwlrth and Bloom. 
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4. Denies each and every allegation contained 

In paragraph "7" of the complaint herein, except admits that 
Geon Is a New York corporation with Its headquarters located 
at 80 Crossways Park Drive, Woodbury, New York, that Oeon, 
through Its subsidiaries. Is engaged primarily in the 
business of Importing and distributing foreign car replace¬ 
ment parts throughout the United States and distributing 
throughout the free world United States manufactured 
automotive, aircraft, tractor. Industrial, marine and other 
parts, that Geon has approximately 2 million shares of 
common stock outstanding, that its common stock Is listed 
for trading on the American Stock Exchange and that Its 
securities are registered pursuant to Section 12(b) of the 
Securities Exchange Act of 1934. 

5. Denies each and every allegation contained 

in paragraph "8" of the complaint herein, except admits that 
George 0. Neuwlrth, Geon's founder. Is Geon's chief ex'- ‘■lve 
officer, chairman of the board and the record and beneficial 
owner of 141,960 shares of Geon stock, that George 0. 
Neuwlrth, as voting trustee for a member of hi 3 immediate 
family and others, is the record owner of 441,253 shares of 
Geon's common stock which defendant Neuwlrth votes pursuant 
to a voting trust and that defendant Neuwlrth resides at 
3 Hawthorne Lane, Great Neck, New York. 

6. Denies each and every allegation contained 
in paragraph "10" of the complaint herein, except denies 
that It has knowledge or information thereof sufficient to 
form a belief as to the truth of whether defendant McMahon 
resides at 23 Wood's Lane, Southhampton, New York, and 



except admits that at the tlmea referred to in the complaint, 

defendant McMahon was an accountant, that- he was the 
comptroller of Geon Intercontinental Corp, (hereinafter 
"Intercontinental"), a wholly-owned subsidiary of defendant 
Geon, and that defendant McMahon had responsibility for the 
supervision and administration of all day-to-day accounting 
and reporting functions at Intercontinental. 

7. Denies that it has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraphs "11" and "12" 
of the complaint herein. 

8. With regard to paragraph "15" of the complaint 
herein, repeats and realleges each and every allegation 
contained in paragraphs "1" through "7" of this answer with 
the same force and effect as though more fully and at length 
set forth herein. 

9. Denies each and every allegation contained in 
paragraph "16" of the complaint herein. 

10. Denies each and every allegation contained in 
paragraph "17" of the complaint herein, except admits that 
in approximately September or October 1973, defendant Geon 
began discussions with Burmah Oil Company (hereinafter 
"Burmah") with regard to whether Burmah might be interested 

in making an offer to acquire Geon, and that on December 3. 

* 

1973 Geon issued a press release which stated in pertinent 
part: 

"Geon Industries, Inc., (Amex) 
announces today that it is engaged 
in preliminary discussions looking to 
the possible acquisition of Geon by 
Burmah Oil Incorporated . . . . " 
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11. Denle3 each and every allegation contained 
In paragraph "18" of the complaint herein. 

12. Denies that It has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraph "19" of the 
complaint herein, except specifically denies that defendant 
George 0. Neuwlrth conveyed any material non-public 
Information concerning Geon to either defendant Roy Alpert 
or to defendant Irving Alpert, either during October 1973 
or at any other time. 

13- Denies that It has knowledge or Information 
thereof sufficient to form a belief a 3 to the truth of each 
|and every allegation contained In paragraph "20" of the 
complaint herein, except specifically denies that defendant 
George 0. Neuwlrth at any time conveyed any material non- 
public Information concerning Geon to either defendant 
Marvin Rauch or to defendant Edwards & Hanly or to defendant 
James McMahon. 

14. Denies that It has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraph "21" of the 
complaint herein. 

15. Denies each and every allegation contained In 
paragraph "22" of the complaint herein, except admits that on 
December 20, 1973 Geon Issued a press release which stated: 

"Geon Industries, Inc. (Amex) announced 
today that Its Board of Directors has approved 
an agreement In principle with Burmah Oil 
Incorporated for the acquisition of Geon by 
Burmah for a price of $36 million In cash, 
which after the payment of expenses related 
to the acquisition will be approximately $16.80 
per share. Geon said that the transaction Is 
subject to the preparation and execution of a 
definitive agreement and other conditions , 
Including necessary United Kingdom approvals." 
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16. Denies each and every allegation contained in 
paragraph "23" of the complaint herein. 

17. Denies that it has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in. paragraph "25" of the 
complaint herein, except admits that on February 20, 1974 
defendant George 0. Neuwirth advised defendant Roy Alpert 
that on February 21, 1974 there would be a meeting of the 
board of directors of Geon at which Neuwirth anticipated 
that the board of directors of Geon would review and approve 
the written contract embodying the deal with Burmah, and 
that no public release regarding this meeting was issued, 
and except specifically denies that defendant Neuwirth 
advised defendant Rauch either that there would be a meeting 
of the Geon board of directors on February 21, 1974 or the 
purpose of that meeting, and except specifically denies that 
defendant George 0. Neuwirth conveyed any material non-public 
information concerning Geon to either defendant Roy Alpert 

or to defendant Marvin Rauch, either between February 15 and 
February 21, 1974 or at any other time. 

18. Denies each and every allegation contained 
in paragraph "26" of the complaint herein, except admits 
that in anticipation of the scheduled board of directors 
meeting, certain officers and employees of Geon, including 
defendants Frank Bloom and James McMahon, attempted to 
gather and assemble financial data from various divisions of 
the company in the hope of having an indication of the 
company's performance for the year 1973* an< i except 
specifically denies that the information in the possession of 
defendants Frank Bloom and James McMahon on February 21, 1974 
can fairly be characterized as "preliminary financial data." 







19. Denies each and every allegation contained in 

' of the complaint herein. 

20. Denies each and every allegation contained in 
paragraph "28" of the complaint herein, except admit: that at 
the hoard of directors meeting of Geon held on February 21, 
197^ it was decided that a determined effort would be made 

to obtain a reliable assessment of the company's 1973 
earnings. 

21. Denies each and every allegation contained in 
-.'rpgrapt ''29" f the complaint herein, except admits that 

during the evening of February 21, 1974 and on Into the 
rly morning of February 22, 1974 defendants Frank Bloom 
and James M-Mahon sought to obtain reliable financla 
information. 

22. Denies that it has knowledge or information 
hereof sufficient to form a belief as to the truth of each 

and every allegation contained in paragraph " 30 " of the 

mplair.t herein, except admits that defendant James McMahon 

. 

fft the company offices shortly after midnignt. 

23. Denies that it has knowledge or Information 
hereof sufficient to form a belief as to the truth of each 
-ud every allegation contained in paragraph "31" of the 

, mmplalnt herein, except specifically denies that defendant 
I George 0. Neuwirth ever provided defendant Marvir. Rauch with 
ij mj' material non-putllc information concerning Geon, and 
iexcept specifically denies that either on February 21 or 
j.eoruarj 22, 1974 any person was in possession of any 

I 

information which showed a "probable earnings reduction" on 
the part of Geon. 
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24. Denies that It has knowledge or lriformatlon 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraph "32" of the 
complaint herein, except admits that on February 20, 1974 
defendant Roy Alpert was told by defendant George 0. Neuwlrth 
that there would be a meeting.of the board of directors of 
Geon on February 21, 1974 to approve the Burmah contract, 
and except specifically denies that on February 22, 1974 
defendants Roy Alpert and Irving Alpert were In possession of 
any material non-public information concerning Geon 
transmitted to them by defendant George 0. Neuwlrth. 

25. Denies each and every allegation contained in 
paragraph "33" of the complaint herein, except denies that it 
has knowledge or Information thereof sufficient to form a 
belJef as to whether, as a result of previously described sel 
orders, among others, the market in Geon common stock on the 
American Stock Exchange was swamped with sell orders prior to 
the opening on February 22, 1974, creating an Imbalance, and 
except admits that on February 22, 1974 officials of the 
American Stock Exchange delayed the opening of the market in 
Geon stock and thereafter placed a telephone call to Geon. 

26. Denies that it has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "34" of the 
complaint herein, except admits that on February 22, 1974 the 
American Stock Exchange opened trading in Geon common stock 
and that from the opening to approximately 11:19 a.m. the 
price of Geon common stock declined from approximately 14-3/8 
to approximately 11-7/8 and that, prior to 11:00 a.m. on the 
morning of February 22, 1974, and at a time when the market 
price of Geon's stock was last quoted at 13-7/8, Geon's 
counsel requested that the American Stock Exchange halt 
trading in Geon, and that thereafter the American Stock 
Exchange complied with that request. 
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27'. Denies each and every allegation contained In 
paragraph "35" of the complaint herein, except admits lI. at on 
March 14, 1974 Qeon publicly announced It had reached a 
revised agreement In principle with Burmah, that the revised 
agreement called for a purchase price of $28 million, or 
approximately $13 per share, down from the originally agreed 
price of $36 million, or approximately $ 16.80 per share, 
arid that Geon further announced that Its net earnings were 
$1,418 million or $.69 per share as against $ 1,667 million or 
$. 8 l per share In 1972 . 

28. Denies that it has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained In paragraph " 36 " of the 
complaint herein, except specifically denies that any of the 
defendants Geon, Neuwirth or Bloom participated In any scheme 
with defendant Rauch. 

29. With regard to paragraph "37" of the complaint 
herein, repeats and realleges each and every allegation 
contained In paragraphs " 1 " through " 7 " and " 18 " through. " 28 " 
of this answer with the same force and effect a 3 though more 
fully and at length set forth herein. 

30. Denies each and every allegation contained In 
paragraph " 38 " of the complaint herein. 

31. With regard to paragraph "39" of the complaint 

herein, repeats and realleges each and every allegation 

✓ 

contained In paragraphs "2", "3", " 6 ", "7", "14", "22", " 23 " 
and "26" of this answer with the same'force and effect a 3 
though more fully and at length set forth herein. 
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32. Denies that it has knowledge or Information 
thereof sufficient to form a belief as to the truth of each 


and every allegation contained in paragraphs "40" through 
"W of the complaint herein. 

33- With regard to paragraph "45" of the 
complaint herein, repeats and realleges each and every 
allegation contained in paragraphs "2", "3", "6", "7", "l 1 *", 
"22", "23", "26" and "32" of this answer with the same force 
and effect as though more fully and at length set forth 
herein. 

34. Denies that it has knowledge or information 
thereof sufficient to form a belief as to the truth of each 
and every allegation contained in paragraph "46" of the 
complaint herein. 

WHEREFORE, defendant GEON INDUSTRIES, INC. 
respectfully demands Judgment dismissing the complaint 
herein together with costs and disbursements, ana for such 
other and further relief as to this court may seem Just and 
proper. 


KAYE, SCHOLER, FIERMAN, HAYS A HANDLER 



Attorneys for Defendants 


' GEON INDUSTRIES, INC., GEORGE 0. 
NEUWIRTH and FRANK BLOOM 
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-against- 


GEON INDUSTRIES, INC., GEORGE 0. NEUWIRTH 
FRANK BLOOM, JANES McMAHON, EDWARDS & HAN Li 
MARVIN RAUCH, ROY ALPERT, IRVING ALPERT, 


Defendants 


STATE OF NEW YORK ) 
COUNTY OF NEW YORK j 


AFF ..A'n' 


Patricia Anderson, being duly swor , ie„,d 

3 ay 3 that she Is employed In the office of r .e. 

Merman, Hays & Handler, the attorneys for i M . ,ar.‘ 
Industries, Inc., George 0 . Neuwlrtn ar.d Fran* BiO-ji, ,,r c ln. 
j That on the 25th day of April, 197*;, she . td 
Answer of defendant Geon Industries, Inc. upon the .Se ■ • < — 

and Exchange Commission, the plaintiff herein, by 
a true copy of the same securely enclosed lr. a po: t-- >! 
wrapper In the post office box regularly maintained : he 

United States Government at *425 Park Avenue, New Ycr 
York 10022, directed to said plaintiff at 500 N< ••! * , 

Street, Washington, D. C„ 205^9, to the attention .f 
Richard Rubin, Esq., that being the address derl^: 
them for that purpose. 


Sworn to before me this 
25 th d ay of April, I 97 I 4 




Jotary Public 

Ite' iT i •' N®* Vor* 

K -“ -icounh, 
Mure, 30 . 1 %% 


r ’ ’ / ■ / 

Patricia Andes-on 









UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


I 

SECURITIES AND EXCHANGE COMMISSION, 

l 

Plaintiff, 

i 

-against— 

t 

GEON INDUSTRIES, INC., GEORGE O. NEUWIRTH, 

FRA NIC BLOOM, JAMES MCMAHON, EDWARDS & HANLY, * 
1ARVIN RAUCH, ROY ALPERT, and IRVING ALPERT, 

t 

■ Defendants. 

i 

---- • --~ ----- 


WALLACE L. TIMMENY, ESQ. 

W. MICHAEL DRAKE, ESQ. 
i P D Of ! j {Wj MICIAEL F. PERLIS, ESQ. 

K/Iu/I 1 1V ‘ RICHARD J. RUBIN, ESQ. 

SLP 2 o 1974 * ttorne Y 8 * or Plaintiff Securities and Exchange cou- 

misBion, 500 No. Capitol SI., Washington, D.c. 

KAYE, SC HOLER, PIBRMAN, HAYS & IANDLER 
425 ParkAve., New York, N.Y. 10022 
Attorneys for defendants Geon, Neuwirth and Bloom 
JAY G. STRUM, ESQ. 

LEWIS J. KORMAN, ESQ. 

Of Counsel 

MARK H. BERGER, P.C. 

747 Third Ave., New York, N.Y. 10017 
Attorney for defendant James McMahon 
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DELSON & GORDON 

230 ParkAve., New York, N.Y. 10017 
Attorneys for defendant Edwards & Hanly 
EVAN L. GORDON m_ESQ . 

Of Counsel 
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BENJAMIN ZELERMYER, ESQ. 

110 East 59th Street, New York, N.Y. 10022 
Attorney for defendant Rauch 

BORDEN & BALL 

345 Park Avenue, New York, Li. 1 . j. 0022 
Attorneys for defendants Alpert 


OPINIO N 


BONSAL, D. J. 

Plaintiff, Securities and Exchan,.-' Commission ("jX"), 

instituted this action pursuant to section 20(b) of the Securities 
Act of 1933 (’’the Securities Act.”) (15 U.S.C. §77t(b)) and section 
21(e) of the Securities Exciianye Act of (‘‘the Exchange Act") 

(15 U.S.C. S78ii(e)) on April 2, 1974, seeking a preliminary and 
permanent injunction against alleged violations by the defendants 
of the federal securities laws and the rules promulgated there¬ 
under, as set forth below. The defendants a. ©: Geon Industries, 
Inc. ("Geon")? George O. Neuwirth, Geon's founder, chief executive 
officer. Chairman of the Board of Directors, and owner (together 
with other members of his family) of approximately 28% of the 
common stock of Geon) Prank Bloom, Geon's Secretary-Treasurer and 
Financial Vice President) James McMahon, Comptroller of a wholly- 
owned Geon subsidiary, Geon Intercontinental, Inc. ("GII"); 

Edwards & »nly (•Edwards"), a broker-dealer in securities) j;arvin 
Rauch, a registered representative at Edwards) and Roy and Irving 
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Alpert, partners in a Long Island real estate firm and personal 
friends of George Neuwirth. Jurisdiction is alleged pursuant to 
section 22(a) of the Securities Act (15 U.S.C. §77v(a), and 
section 27 of the Exchange Act (15 U.S.C. §78aa). 

By Notice of Motion filed on May 17, 1974 the SEC moved 
for a preliminary injunction to enjoin defendants Geon, Edwards, 
Neuwirth, Bloom, McMahon, Rauch, and the Alperts from alleged 
further violations of section 17(a) of the Securities Act 
(15 U.S.C. §77q(a)), section 10(b) of the Exchange Act (15 U.S.C. 
§78j(b), and Rule 10b-5 (17 C.F.R. §240.10b-5) promulgated there¬ 
under. The SEC also moved for a preliminary injunction to enjoin 
defendants Rauch and McMahon from alleged further violations of 
sections 7(c) and 7(f) of the exchange Act (15 U.S.C. 78g(c) and 
(f)). Regulation "T" (12 C.F.R. §220), and Regulation "X" 

(12 C.F.R. §224) promulgated thereunder. A hearing was held on 
June 17, 18, 19, 20, 21, and 27, 1974. Pursuant to an agreement 
among the parties, the SEC's motion for a preliminary injunction 
has been deemed consolidated with the SEC’s prayer for a permanent 
injunction. On June 17, 1974 (the first day of the hearing), 
defendants Rauch, McMahon, Roy Alpert, and Irving Alpert advised 
the Court that they each would consent to the entry of a permanent 
injunction against them, and accordingly final judgments of perma¬ 
nent irjunctions by consent were entered against McMahon and the 
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Alperts on July 1, 1974 and against Rauch on July 30, 1974. Thus, 

in 

the only defendants remaining/this action are« Neuwirth, Bloom, 
Geon, and Edwards. 


The Factual Background 

Geon la a New York corporation with its principal offices 
located in Woodbury, New York, it is engaged primarily in the 
business of distributing automobile repair and replacement parts 
for imported cars and trucks. Its common stock is listed for 
trading on the American Stock Exchange ("AMEX"); approximately 
2 million shares of common stock are outstanding. 

In July, 1973 Geon retained Drexe1-Burnham & Co. with 
a view to arranging discussions with Burmah Oil Co., Ltd. ("Burmah" 
concerning the possible merger of the two companies. Geon's and 
Burmah'a representatives met at various times during August and 
September. During August, Geon furnished Burmah with a five-year 
earnings projection and other documentary information. 

On October 15, 1973 defendants Neuwirth and Bloom went 
to Zondon, England to attend an international motor show; during 
their two-week stay in England, they had meetings with representa¬ 
tives of Burmah's top management. On December 3, 1973 Geon 
announced that preliminary discussions between Geon and Burmah 
were under way, and on December 20, 1973 Geon announced that it 
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had reached an agreement in principle with Burrnah whereby r.i.on 
was to be acquired by Burmah for $36 million in cash (approxi¬ 
mately $16.80 per share). 

Following this announcement* Geon's and Burmah*s repre¬ 
sentatives and their legal counsel began drafting the purchase 
agreement. On February IS* 1974* a meeting of Geon's Board of 
Directors was scheduled for February 21* 1974 for the purpose of 
obtaining the Board's formal approval of the written agreement. 

Zn preparation for the Board meeting* Bloom instructed his account- 

m 

ing staff to compile preliminary earnings figures for the year 
ended December 31, 1973. Bloom learned on the morning of Febru¬ 
ary 21* 1974 that the reversal of a profit elimination from a 
previous period in the amount of $314,000 had been improperly re¬ 
flected in income for the year 1973. Bloom also learned that pre¬ 
liminary figures indicated (even after correcting the $314*000 
error) that Geon would have an earnings shortfall of approximately 
$800*000 or $900*000 for the year 1973. 

At the Board meeting that afternoon* Bloom reported 
these preliminary figures to the.Board of Directors* who deferred 
action. Bloom was instructed to review the earnings figures and 
report back to the Board on Sunday evening, February 24* 1974. 

After the meeting on February 21* 1974* which was held 
at the offices of Geon's attorneys in Manhattan, Bloom returned 
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to Goon'a offices in Woodbury, Long Island. By 10*30 P.r t id 
become certain that the $314,000 item had been improper 1 ded 

in earnings, and he telephoned Neuwirth to report that tc 
At the time he left the offices of Geon (after midnight), uowc-ver, 
Bloom was still uncertain about the additional $800,000 or 
$900,000 shortfall in earnings. Defendant McMahon, who had been 
working with Blo^ , also left the Geon offices after midnight, and 
later that night he telephoned his broker, defendant Rauch., and 
instructed him to sell all his Geon holdings. At 8 iOO A.M. on 
February 22, 1974 Rauch telephoned McMahon to confirm the sell 
order. In that conversation McMahon told Rauch that he wanted out 
of Geon stock. Shortly after this conversation, a sell order was 
called in from the Hewlett, Long Island office of Edwards (wnere 
Rauch was employed) directly to the floor of the AMEX with respect 
to all the Geon stock in the accounts of McMahon and McMahon's 
father-in-law, Louis Maione. Because of an unusually large amount 
of sell orders, the AMEX floor official with responsibility for 
supervising the market in Geon stock decided not to open trading 
in Geon stock until the company had been contacted to determine 
if there was an explanation for the large number of sell orders. 
Randy Gromet (an official at AMEX) telephoned Bloom, who imme¬ 
diately telephoned Geon's attorneys before taking the call from 
Gromit. Bloom was advised to tell Gromet that Geon had no public 


6 













58 a 



/ 




>wicuncement to .rake at that time, shortly thereafter# at 10:33 
A.M. trading opened in Geon stock at 14-3/8. Trading continued 
until 11*19 A.M. when the price fell to 11-7/8 on a volume of 
46#000 shares. 

On Sunday# February 24, 1974 the Board met and learned 

that in fact there was an approximate $800,000 shortfall in earn- 

* 

ings for 1973 at Geon's branches. , This was later disclosed to 
the public by Geon in a press release issued on Monday morning, 
February 25# 1974. (In July# 1974# according to the press, 

Burmah terminated its agreement to acquire Geon# and Geon has 
instituted legal proceedings against Burmah.) 

Each of the defendants against whom the SEC seeks an 
injunction will be considered separately. 

GEORGE O. NEUWIRTH 

The SEC contends that during the period prior to Decem¬ 
ber 3, 1973 defendant Neuwirth provided defendants Rauch and Roy 
Alpert with a "continuous flow of material non-public information 
regarding the fact and progress of the discussions [with Burmah]>• 


* Geon's divisions and subdivisions are referred to as "individua 
profit centers." They include the east coast warehouse, the west 
coast warehouse# the east coast branches# the vest coast branches, 
Geon International Corporation, American Aviation Mfg. Corpo¬ 
ration, and Geon G.M.B.H. 
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that during January and Pobruary of 1974, Neuwirth continued to 
keep defendant* Rauch and Roy Alpert appri»ed of the progress of 
the Bur*~ah deal; that the Alpert* made two purchase* of Geon stock 
(4625 share* from October 15 to October 18, 1973 and 3000 share* 
on December 19, 1973) and one sale of Geon stock (8000 shares on 
February 22, 1974) while in possession of material inside informa¬ 
tion from defendant Neuwirth. The SEC further contends that de¬ 
fendant Rauch bought and sold Geon stock on numerous occasions fror 
October, 1973 through February 22, 1974 while in possession of 
material non-public information from Neuwirth. 

Neuwirth contends that whatever information was dis¬ 
closed was not material non-public information within the meaning 
of the securities laws, but rather only vague, general, and innocu¬ 
ous comments• 

At the hearing it was brought out that Neuwirth and Roy 
Alpert had known each other for about 15 years and that sometime 
prior to October 15, 1973 they were together in the bar of the 
Fresh Meadow Country Club, where Neuwirth told Alpert and others 
that he was going to England to an automobile show "and perhaps 
looking at some people in view of a merger." Roy Alpert testified 
that he purchased 2600 shares of Geon stock around October 15, and 
that this information was one of the reasons for his decision to 
buy the stock. His only other purchase of Geon stock had been a 
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purchase of 250 shares in 1969 in Geon’s initial public offering. 
Between October 15 and October 18, 1973 Roy Alpert and his two 
brothers purchased a total of 4625 shares. 

The Alperts' next purchase of Geon stock (3000 shares) 
was made on December 19, 1973. Prior to that, Neuwirth had told 
Roy Alpert that he could not attend his own birthday party, planned 
for December 17, because he was staying in Mew York City and was 
too busy with his business commitments. 

Neuwirth testified that on February 20, 1974 at their 
weekly dinner with their wives, he mentioned to Alpert that the 
next day the Geon Board of Directors was going to meet to "rubber 
stamp" a contract with respect to the Burmah-Geon deal. Alpert 
testified that he assumed Neuwirth would call him if the deal was 
going through; Neuwirth testified, however, that there was no dis¬ 
cussion of such a plan. In any event, when Alpert heard nothing 
from Neuwirth by Friday morning, February 22, 1974, he and his 
brothers decided to sell 1/2 (or about 4000 shares) of their Geon 
stock. After that order was executed, the Alperts sold their re¬ 
maining 4000 shares. 

Rauch declined to testify at the hearing, asserting his 
Fifth Amendment rights. Neuwirth testified that he knew Rauch was 
a broker and that he was trading in Geon stock. He also testified 
that Rauch telephoned "rather frequently" and that in November, 
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1973 Rauch had insisted on having lunch with him. Neuwirt. i testi¬ 
fied that Rauch asked "broker's questions" about Geon though 
Nauwirth did not recall in detail what those questions Wei i oc 
what answers he gave. After the luncheon meeting Neuwirth re¬ 
ceived two bottles of liquor from Rauch as a gift. Around Novem¬ 
ber 30* 1973 Neuwirth testified that he telephoned Rauch at hi 3 
home, though he testified that he did not have the faintest recol¬ 
lection of what was said in that conversation. 

As the Court of Appeals recently reiterated in SEC v. 
Shapiro . 494 F.2d 1301 (2d Cir. 1974): 

"Facts are material for purposes of Rule 10b-5 
if a 'reasonable investor might have considered them 
important in the making of [an investment] decision.' 
Affiliated Ute Citizens of Utah v. United states, 

406 U.S. 128, 154, ... (1972). See also Mills v. 

Electric Auto-Lite Co., 396 U.S. 375, ... (1970). 

Whether facts relating to a future event are material 
depends 'upon a balancing of both the indicated 
probability that the event will occur and the antici¬ 
pated magnitude of the event in light of the totality 
of the company activity.• SEC v. Texas Gulf Sulphur 
Co., 401 F.2d 833, 849 (2d Cir. 1968)(en banc), cert, 
denied, 394 U.S. 976, ... (1969)." 494 F.2d at 1305-06. 


In the present case it is significant that the Alperts' 
purchases or sales all coincided with significant events in the 
Burmah-Geon negotiations. At the time of the October purchase 
Roy Alpert knew that Neuwirth was planning a trip to England to 
discuss a possible merger or acquisition. It was during this trip 
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that Neuwirth was to meet Burmah's top management personnel 
cerning the negotiations. The Alperts* purchases in December were 
immediately prior to Geon's announcement of an agreement in princi¬ 
ple with Burmah. The Alperts* sales in February, 1974 occurred 
the day after Geon's Board had met and failed to approve and 
announce the signing of the contract with Burmah. Moreover, 

Neuwirth and Roy Alpert were long-time friends and they had fre¬ 
quent social encou ters. Roy Alpert's only purchase of Geon stock 
prior to the October purchases was in 1969, at the time of Geon's 
initial public offering, when he purchased only 250 shares, in 
contrast, the October and December purchases were for much larger 
amounts and were made almost immediately after conversations with 
Neuwirth in which Neuwirth*s plans and business commitments were 
mentioned. In each case Roy Alpert also advised his brothers to 
purchase Geon stock. As the Court of Appeals said in Shapiro ; 

" ln Texas Gulf Sulphur, supra , 401 F.2d at 851, the 
court found this type of evidence [that the alleged 
tippees purchased substantial amounts of stock after 
receiving inside information] 'highly pertinent* and 
the only truly objective evidence of the materiality* 
of the inside information." 494 F.2d at 1307. 

On the basis of the foregoing, the Court finds that 
defendant Neuwirth violated section 10(b) of the Exchange Act and 
Rule 10b-5 with respect to the furnishing of material non-public 
information to Rauch and Roy Alpert during the period alleged in 

I 
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the complaint. See SEC v. Lum's. Inc .. 365 F.Supp. 1046, 1057 61 
(p-973). since there exists a reasonable likelihood that future 
violations ight occur, the Court finds that the SEC is entitled 
to. the entry of a preliminary and permanent injunction against 
future violations of the securities laws as to defendant Neuwirth. 

FRANK BLOOM 

The SEC contends that defendant Bloom made misrepresenta¬ 
tions to Randy Gromet of the AMEX when Gromet telephoned on Febru¬ 
ary 22, 1974 to determine what information Geon might have to ex¬ 
plain the large number of sell orders with respect to Gecn's stock. 
The SEC contends that Bloom omitted to tell Gromet of the discovery 
of the $314,000 error and that Bloom did not disclose to Gromet 
certain preliminary information which tended to indicate an approxi 
mate $800,000 shortfall in Geon'a 1973 earnings. 

With respect to his conversation with Gromet on Febru- 
22, Bloom testified that when Gromet telephoned him, ha put 
him on "hold" and iraraeuxately telephoned John Friedman, of the law 
firm of Kaye, Scholar, Fierman, Hays & Handler (Geon's attorneys). 
Bloom told Friedman that Gromet was on the other line and that ho 
did not know why Gromet was calling. Friedman asked if Bloom knew 
anything more about the possible error of $314,000 or the earnings 
shortfall of $800,000 than he had known the evening before. Bloom 
said no. Friedman then told him to tell Gromet that Geon had no 
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public announcement to make that day. Bloom then accepted the L v 
from Gromet, who advised him that there was a substantial imbala< 
of sell orders in Geon stock. During the conversation. Bloom tol. 
Gromet that Geon would have no public announcement to make that d«i 
Gromet testified with respect to the telephone conversa¬ 
tion that his first question to Bloom was whether there were any 
corporate developments which would account for the market activity. 

or if there was any change in the status of the proposed Burmah 
would 

merger which/** account for the sell orders of the stock. Blootu 
said that there was no change in the status of the proposed merger 
transaction and that there were no developments at the company which 
would account for the sell orders. After glancing at his Geon file, 
Gromet asked Bloom why it had taken so long to reach a signed 
agreement. Bloom responded that it was one thing to have informal 
discussions and another thing to sit down and iron out a definitive 
contract. Gromet further testified that he asked Bloom again if 
anything was pending and Bloom assured him that the company had no 
announcement to make. 

Bloom is a certified public accountant and lias been em¬ 
ployed by Geon since 1969; he is presently Geon's Financial vice 
President. 

Toward the end of 1973 Geon anticipated that it would 
earn approximately $3.8 million before taxes for the year 1973; 
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thea« figures were furnished to Burmah during the negotiations 
concerning the possible merger in late 1973 and early 1971 To 
attain those earnings, Geon had calculated that it wouid a ad a 
gross profit percentage at the east coast warehouse of approxi¬ 
mately 36%. During the week preceding the February 21, 1974 meet¬ 
ing, preliminary figures indicated a profit percentage of 41%. 

When the error in the figures of $314,000 was discovered on the 
morning of February 21, 1974, this percentage was reduced to 
37-1/2%, Which was still higher than necessary to meet Goon's 
anticipated earnings for 1973. when the audit conducted by Geon's 
Independent certified public accountants, Arthur Andersen a Co., 
was completed in March of 1974 and an audit adjustment of a cutoff 
error was made, the actual and final gross profit percentage at the 
coast warehouse was determined to be 39%. 

With respect to the possible $800,000 earnings shortfall. 
Bloom testified that at first he thought it was "absolutely 
ridiculous" since Geon had never before experienced a gross profit 
problem either at the warehouses or at the branches, and also since 
the running estimates of profits Which were kept during the year 
had given no indication that profits would be so far off. At the 
time of the conversation with Gromet, Bloom was still uncertain 

about the accuracy of the figure, showing a possible $800,000 earn- 
inga shortfall. 
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Having heard the testimony of the two witnesses to the 
conversation, the Court does not find that Bloom violated the 
securities laws with respect to his conversation with Gromet on 
February 22, 1974. The evidence brought out at the hearing shows 
that Bloom acted in good faith and in a careful and reasonable 
manner in attempting to check the accuracy of the preliminary 
figures indicating a $314,000 error and the possible $800,000 earn¬ 
ings shortfall. Indeed, final calculations showed that the 
$314,000 error by itself had no adverse bearing on Geon's ability 
to meet its anticipated 1973 earnings and to conclude the deal wit} 
Burmah since the east coast warehouse's final profit percentage 
was higher than anticipated, even with the $314,000 error. With 
respect to the earnings shortfall, when it was determined that 
Geon would in fact fall short of anticipated earnings, a public 
statement to that effect was promptly disseminated. However, as 
of the morning of February 22, Geon had only raw, unverified 
information, which might have been misleading had it been made 
public. Moreover, it is significant that Bloom sought and fol¬ 
lowed the advice of counsel in telling Gromet that Geon would 
have no public announcement to make on February 22, 1974. 

In view of the foregoing, the Court finds that the SEC 
has failed to show that Bloom was negligent with respect to the 
■tatements he made to Gromet on February 22, 1974 or that he 
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violated the securities laws. Since the evidence at the hearing 
indicates that Bloom acted with reasonable care and prude e, 
there is no basis for an injunction against him, and accordingly, 
defendant Bloom is entitled to judgment dismissing the complaint 
as to him. 


GEON 

The SEC contends that Geon is liable and responsible for 
the acts and alleged neglects of Neuwirth, its chairman of the 
Board? Bloom, its Financial vice President? and McMahon, the comn- 
tro ler of its major operating subsidiary. 

The evidence at the hearing discloses that Neuwirth hau 

frequent conversations with securities analysts and with brokers 

during the period alleged in the complaint. The evidence also 

disclosea that Rauch in particular had numerous opportunities for 

acquiring inside information from Neuwirth, which information he 
could have 

used in his trading of Geon stock. There was no evidence that 
Geon had devised any procedures to prevent the misuse and illegal 
dissemination of material non-public information. 

Since a corporation can only act through its officers 
and directors, the Court finds that Geon is liable here for the 
violations .rf its chief executive officer, George Neuwirth. See 
SEC v. Lum's, Inc ., 365 F.Supp. 1046 (S.D.N.Y. 1973). See also 
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A ffiliated Ute Citizens v. United States , 406 U.S. x28 (19/2); 

Lanza v. Drexel & Co ., 479 F.2d 1277 (2d Cir. 1973). According , 
the SEC is entitled to the entry of a judgment granting a pre¬ 
liminary and final injunction against future violations of the 
securities laws as to defendant Geon. 

EDWARDS 

The SEC contends that Edwards is liable for the acts of 
its employee, defendant Rauch, in that Edwards failed properly to 
supervise his conduct as a registered representative and failed to 
discover his commission of violations of the securities laws. 
Edwards, on the other hand, contends that it established procedures 
which would reasonably be expected to prevent and detect violations 
by its registered representatives and that it followed those pro¬ 
cedures . 

Edwards has devised detailed compliance manuals, which 
its personnel are required to maintain and study. Each registered 
representative has his own copy of "A Guide for Opening and 
Managing Accounts for Account Executives," and classes are held 
from time to time to review it. When Rauch came to work for 
Edwards in August, 1973, he had had substantial experience in the 
securities business as a registered representative at Philips, 
Appel & Walden, Inc. Mr. Rosenfeld (Manager of the Hewlett office 
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where Rauch was employed) testified that he had checked with the 
Branch Manager and the Compliance Director at Philips, Appel & 
Walden about Rauch and had been told that his record was "per¬ 
fectly clean" and that they would "love to have him back at any 
time." Nevertheless, like all other new registered representa¬ 
tives, Rauch was given a copy of the registered representative's 
manual and instructed to become familiar with it. He attended 
classes given by Mr. Rosenfeld. On at least one occasion while 
he was at Edwards, Rauch was monitored by three members of the 
Compliance Staff, who sat with him for up to a half hour and 
questioned him about his familiarity with the manual and its 
specific rules. 

Before coming to Edwards, Rauch had engaged in trading 
Geon stock. While at Philips, Appel & Walden he had accumulated 
in personal and customer accounts around 25,000 to 30,000 shares 
of Geon stock. Edwards had a policy against solicitation by 
registered representatives of stocks that were selling for under 
$15.00; since Geon was selling for under $15.00 when Rauch first 
came to Edwards, he had to gain approval for solicitations of 
further orders. Rosenfeld testified that oral approval was ob¬ 
tained when Rauch first began working at Edwards and that written 
approval followed in October, 1973. 

It was brought out at the hearing that some of the 
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information recorded on the account forms with respect to the 
accounts of McMahon and Malone was not accurate and that the 
signed account forms were not received by Edwards prior to trading 
taking place in thoseaccounts. However, Mr. Rosenfeld testified 
that Edwards relies on t..u integrity of its registered representa¬ 
tives to obtain necessary information about its customers and to 
see that signed account forms are obtained. Mr. Rosenfeld also 
testified about his spot checking of the work of the registered 
representatives and about Edwards' review of those accounts in 
which there is unusual activity. The evidence indicates that 
these procedures were thorough and conscientiously applied. 

Mr. Rosenfeld testified that he was aware that Rauch 
made telephone calls to Geon, but he testified that he never knew 
that Rauch was receiving anything other than general public rela¬ 
tions information. Indeed, the only direct evidence that Rauch 
received and acted upon illegal inside information was the evi¬ 
dence of McMahon's telephone call to Rauch in the early morning 
of February 22, 1974 and the evidence that later that morning he 
placed sell orders for all the Geon stock in the accounts of 
McMahon and Maione. Mr. Rosenfeld testified that he had asked 
Rauch about why the opening in Geon stock was delayed that morning, 
and that Rauch had answered that he did not know why. 
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It was brought out at the hearing that on March 4, 1974 
Edwards cancelled all trades based on Rauch's inside information. 
With respect to sales of Geon stock made out of the Hewlett office 
on February 22, 1974, Edwards cancelled the trades and absorbed 
3000 shares into its own error account, which resulted in a loss 
to Edwards of $12,500 when the stock was later sold. Moreover, 
when definitive proof of Rauch's wrongdoing was adduced, Edwards 
promptly discharged Rauch. 

In view of the foregoing, the Court finds that Edwards 
acted in good faith and that the evidence fails to establish that 
Edwards participated in or knew of Rauch's misconduct or that 
Edwards did not exercise reasonable supervision over Rauch. 
Accordingly, there is no basis for an injunction against Edwards, 

— Lum's, Inc ., supra at 1064-65, and Edwards is entitled 

to judgment dismissing the complaint as to it. 

The foregoing constitutes the Court's findings of fact 
and conclusions of law. Rule 52(a), Fed. R. Civ. p. 

Settle judgment on notice. 

Dated: New York, N.Y. 

September , 1974 

U. S. D. J. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
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SECURITIES AND EXCHANGE COMMISSION 

Plaintiff, 

■against* 

CEON INDUSTRIES, INC., CEORGE 0. 
NEUWfRTH, FRANK BLOOM, JAMES 
MrMAHON, EDUARDS 6 HANLY, MARVIN 
RAUCH, ROY ALBERT, AND IRVING 
ALBERT, 

Defendants. 


This action having come on for trial before the Court, Hon. Dudley B. 

Bonsai, District Jisdpe, presiding, and the Court having rendered its 

decision In writing dated September 20, 1974 containing therein the Court's 

findings of fact and conclusions of law, and having found that the 

defendanta Geon Industries, Inc., and Georgs 0. Neuvlrth violated Section 10(b) 

of the Securities Exchange Act and Rule 10b*5 thereunder, and that the Securities 

and Exchange Cosaalaslon la entitled to the entry of a Judgment granting a 

preliminary and permanent Injunction against Geon Industries, Inc. and 

against defendant George 0. Neuvlrth, It la hereby 

ORDERED, ADJUDGED AND DECREED that defendants Geon Industries, Inc., 

George 0. Neuvrlth, their officers, agents, servants, employees and each 
of them and those persons acting In concert or participation with them, 
be and they are hereby preliminarily and permanently enjoined from 
future violation of Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b*5 thereunder by, directly or Indirectly, In connection with 
the offer, purchase, or sale of securities, Issued or to be Issued, by 
defendant Ceon Industries, Inc., Its subsidiaries or affiliates, or the 
aecuritlea of any other laager, making use of the means and Instrumentalities 
of Interstate concrca or of the malls to: 

A. employ any device, scheme or artifice to defraud; 
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to state a Material fact neceasary in order to make 


the statements made, in light of the circumstances 


under which they were made, not misleading; or 


C. engage in any act, practice or course of business 




which operatea or would operate as a fraud or 


deceit upon any person 




1 


pjn cf f e (“ oi 

I ..L. . _ 1 ..111.. .. 


to purchase or sell, securities of 


Geon Industries, Inc., or the securities 


of any other issuer while in possession 


of Material non-public information^ 


Si. 


• ( 8 ) ■■ w i se sal i na ting material non-public 


information 


with respect to 


Geon Industries, Inc. or any other 


lasuer to persons in a position to use 


such information in connection with the 


purchaee or sale of securities without, 


prior thereto, making such information 


available to the investing public generallyj-or- 




7Ua 


V 

ju-»r 




*vl-Vlma at that! 


in violation of Section 10(b) of thi Securltie. Exchange Act, and * u le 
10b-5 promulgated thereunder. 

Defendant. Frank Bloom and Edward. & „. n i y . re entitled to * )udgE)fnt 
dl.mls.lng the complaint a. to them. 

»0U, o„ of Securities .ud E.ch.usc c_l..io„, „ 

*WdDCED .h.t tb. Jud^ut of preiiuinery 
be granted .. Con <cdc.tr,.., „„„ 

th,t "" b ' " d »«.b r 1. d,..l„.d 

Frank Bloom and Edward. & Hanly. 

. C*£- 

Dated: October / J , 1974 / 

New York, New York / 


U.S.D.J. 


(I (Li 


. / o / - *py 


■ fapi-uyul ft /3< 
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ONLY COPY AVAILABLE 
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FOR IMMEDIATE RELEASE For Confirmation Contact: 

Monday, December 3 , 1973 Frank Bloom at 

516 921 0000 or 

212 895 9100 

or 

.* / 

John A. Friedman or 
Joseph G. Connolly 
at PL 9 8^00 

Geon Industries, Inc. (AMEX) announces today thac it 
is engaged in preliminary discussions looking to the possible 
acquisition of Geon by Burmah Oil Incorporated, a US subsidiary 
of The Burmah Oil Company Limited, a United Kingdom based 
company for a consideration Which would be in ex¬ 
cess of the present market value of Geon stock. 

The discussions are still in an early stage. The Company 

emphasizes that no understanding on price has been reached; 
neither is there any assurance that any agreement will be 
reached. Geon has approximately 2 , 070,000 shares outstanding. 



9 
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December l 3 ,i 373 - 23 dictated to Dow l »es. John Larkin 
indicat ;d r.tiis release ran on the tape in substantially 
the same form and at 1:50 p.H. 



Geon Industries, Inc. (AMEX) which announced on December 2 , 
1973 that it was engaged in preliminary negotiations looking 
to the passible acquisition of Geon' by a subsidiary of The 
Burmah Oil Company Ltd. said today that in response to inquiries 
that its negotiations with Burmah are continuing. Geon said 
that it expected to make a further announcement based upon 
developments in the negotiations probably by the end of the 
week. > 




X* LUURTt 

s. D. Or N . Y.* 77 
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December 20, 1973 


For Confirmation Call: 


Frank 31oon 

Secretary-Treasurer 

Geon Industries, Inc. 

( 516 ) 921-8000 

FOR IMMEDIATE RELEASE 


Geon Industries, Inc. (Amex) announced today 
that its 3oard cf Directors has approved an agreement 
in principle with Burmah Oil Incorporated for the 
acquisition of Geon by Burmah for a price of $36 million 
in cash, which after the payment cf expenses related to 
the acquisition will be approximately $16.80 per share. 
Geon said that the transaction is subject to the prepara¬ 
tion and execution of a definitive agreement and other 
conditions, including necessary United Kingdom approvals. 
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GEON INDUSTRIES, 
BALANCE SHEET 




year ended 12/31/73 


CASH 

RECEIVABLES (NET) 

INVENTORY 
PREPAID k OTHER 

TOTAL CURRENT 
% 

riXED ASSETS (NET) 

GOODWILL 

OTHER 

TOTAL ASSETS 

MOTES PAYABLE - CURRENT 
CURRENT LEASEHOLD 
CONVERTIBLE DEBT 
TRUST RECEIPTS 
ORAFTS k ACCOUNTS 
MORTGAGE, TAXES k OTHER 

TOTAL CURRENT 


12 /^ 1/73 

2,600,000 

8.000,000 

19,900.000 

1 , 200,000 

31,700,000 

2.990.000 

783.000 

_Llit °22 

35.588.000 

8.975.000 
172,000 
i 84 .ooo 
1,000,000 
3.000.000 
1,164.000 
i 4 .495.000 


NOTES PAYABLE - LONG TERM 6,200,00o' 

LONG TERM LEASEHOLD l40,000 

CONVERTIBLE DEBT 304,000 

MORTGAGE k OTHER hlto nnn 

TOTAL LIABILITIES 21,579,000 

STOCK 207,000 

CAPITAL SURPLUS 6.554.000 

RETAINED EARNINGS 7.248,000 

SHAREHOLDERS' EQUITY T4,009.000 


TOTAL LIABILITIES k CAPITAL 


35.588,00 0 
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GEON INDUSTRIES, INC. 
PRO-rORMA INCOME STATEMENT 
YEAR ENDEO 12 / 31/73 


Y/E 


SALES 


JlZilZD 

WAREHOUSE 


7 . 990,000 

EXISTING DISTRIB.") 


28.210,000 

NEW DJSTRIB. J 



ULTRA 


620,000 

ELAN 


600,000 

C.M.B.H. 


900,000 


TOTAL IMPORT 

38.32O.OOO 

AUTOMOTIVE EXPORT 


5,300000 

AVIATION EXPORT 


4.■ioo.ooo 

• 

TOTAL SALES 

48 ,120.000 

GROSS PROPIT e 435 


20,692.000 

EXPENSES 



SALAR 1 ES 


7.618,000 

OEPR. k AMORT. 


334.000 

INTEREST 

✓ 

1.181.000 

ALL OTHER 


7.805,000 


TOTAL EXPENSES 

16.938.000 

PRE-TAX INCOME 


3.754.000 

TAX PROVISION • 47 . 5 JC 


1.783.000 


NET INCOME 1 . 971 .OOP 


I 





J 


J 



EY MESSENGER 


TO: The Board of Directors of 
Geon Industries, Inc. 


6 7 / ■ 7 ^ 


DATED: 


O > 

February 15, 197 1 * 



Please take notice that a special meeting of the 
Board of Directors will be held on Thursday, February 21, 

197^ at 3:30 p.m. at the offices of Kaye, Scholer, Fierman, 
Hays & Handler (15th floor conference room), ^25 Park Avenue, 
New York, New York to consider the proposed purchase agree¬ 
ment and related agreements covering the purchase by Burmah 
Oil Incorporated of the assets of Geon Industries, Inc. 
Enclosed is the latest draft of the purchase agreement. 

Geon's management and counsel have not yet had an opportunity 
to review this draft, but will be prepared to present their 
comments at the Board of Directors meeting. Other related 
documents and material will be delivered to the members of 
the Board on Tuesday, February 19, 197^. 


Frank Bloom 
Secretary 


Directors: George 0. Neuwirth 

Peter H. Neuwirth 
Michael Pisciotta 
, Otto /lays 

Seymour Shakin 
Robert Barbanell 
Russell H. Nicrrison, Jr. 
Saul Duff Kronovet, Esq. 


cc: Frank Bloom 

John A. Friedman, Esq. 
Lewis J. Korman, Esq. 
Solomon L. Warhaftig, Esq. 




7.2.5 Consolidated net income, exclusive of 
extraordinary items and before Federal income 
taxes, of Seller and the Subsidiaries as reflected 
in the audited consolidated statement of income of 
Seller for the twelve-month period ending Decem¬ 
ber 31, 1973 referred to in Section 4.5(b) hereof 
shall equal or exceed $3,847,000. 

7.2.6 The consolidated net worth of Seller 
and the Subsidiaries as reflected in the audited 
consolidated balance sheet of Seller at December 31, 
1973 referred to in Section 4.5(b) hereof shall 
equal or exceed $14,000,000. 

7.2.7 Purchaser shall have entered into emply- 
ment contracts effective on the Closing Date with 

and 

in the form attached hereto as Exhibit C. 

7.3 Additional Conditions Precedent to the 
Obligations of Seller . The obligations of Seller to consum¬ 
mate the transactions contemplated hereby are subject to the 
fulfillment, at or prior to the Closing Date, of each of the 
following additional conditions precedent: 

7.3.1 All representations and warranties of 
Purchaser shall be true at and as of the effective date 
with the same effect as though such representations 
and warranties had been made at and as of such 
time, and Purchaser 
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A 




'N 


other than New York, may rely upon opinions of other counsel 
which shall be satisfactory to Purchaser. Copies of such 
certificates and such other opinions will be furnished to 
Purchaser concurrently with delivery of the opinion of 
such counsel. 

7.2.5. Consolidated net income, exclusive 
of extraordinary items and before Federal income 
taxes, of Seller and the Subsidiaries as reflected 
in the audited consolidated statement of income of 
Seller for the twelve-month period ending Decem¬ 
ber 31, 1973 referred to in Section 4.5(b) hereof 
shall equal or exceed ^$3,847,000^ 

7.2.6. The consolidated net worth of Seller 
and the Subsidiaries as reflected in the December 31, 
1973 Balance Sheet shall equal or exceed $14,000,000. 

7.2.7. Within lb days after .receipt of the 
financial statements referred to in Section 4.5(b) 
hereof Purchaser shall not have advised Seller in 
writing that in its judgment the information con¬ 
tained in such financial statements reflects such 
changes in the assets or business of Seller or 
that the composition of tne inventory reflected 

in such financial statements is such as, in either 
case, to render the consummation of the transactions 
contemplated by this Agreement inadvisable to Purchaser. 


IF 


s 











other than New York, may rely upon opinions of other counsel 
which shall be satisfactory to Purchaser. Copies of such 
certificates and such other opinions will be furnished to 
Purchaser concurrently with delivery of the opinion of 
such counsel. 

7.2.5. Consolidated net income, exclusive 
of extraordinary items and before Federal income 
taxes, of Seller and the Subsidiaries as reflected 
in the audited consolidated statement of income of 
Seller for the twelve-month period ending Decem¬ 
ber 31, 1973 referred to in Section 4.5(b) hereof 
shall equal or exceed $3,847,000. 

7.2.6. The consolidated net worth of Seller 
and Lne Subsidiaries as reflected in the December 31, 
1973 Balance Sheet shall equal or exceed $14,000,000. 

7.2.7. Within 15 days after receipt of the 
financial statements referred to in Section 4.5(b) 
hereof, Purchaser shall not have advised Seller in 
writing that in its judgment the information con¬ 
tained in such financial statements reflects such 
changes in the assets or business of Seller or 
that the composition of the inventory reflected 

in such financial statements is such as, in either 
case, to render the consummation of the transactions 
contemplated by this Agreement inadvisable to Purchaser. 
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for immediate release 


Monday February 25, 197^ 

For confirmation call: 

J. Freedman, Esq. 

L. Korrnan, Esq. 

(212) 739-8^00 
Frank Bloom 
(515) 921-8000 


Geon Industries, Inc. (AMEX) announced this morning 
that its 1973 earnings are preliminarily expected to be in the 
area of $1. 1 * to $1.5 million or about $.70 per share, 
approximately 10 to 15a below 1972. At the currently 
estimated level, Geon's 1973 earnings would be appreciably 
below that on which Geon's agreement with Burmah Oil 
Incorporated was negotiated. Geon and Burmah, the U.S. sub¬ 
sidiary of United Kingdom-based Burmah Oil Company Limited, 
had announced ir. December agreement in principle for Burmah's 
acquisition of Geon for $35,000,000 in cash (which would amount 
to about $l6.80 per Geon share). Geon said it had over the 
weekend advised Burmah of its current' estimate of earnings 
ar.d that it expected that the parties would meet to discuss 
the situation further this week to determine whether any 

basis for an agreement still exists. 

% 

Geon said that its 1973 earnings had been adversely 
affected by cost increases not fully reflected in its price 


io) 
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structure. It ooir.ted out that international currency 

realigr.r.er.cs and price controls had been conolicating 

factors. The cor.pany said its pricing policies during 

the year had been 'cased on various cost and exoense factors 

and estimates, some of which proved to be incorrect. As 

a consequence, interim earnings results which, as in 

\ 

previous years, were based on historical gross profit ' 
margins, including these assumptions, were overstated. The 
company said it is revising its pricing procedures to take 
these factors into account. 

Geon said its first indication that earnings 
might be below expectations was discovered Thursday afternoon 

A 

but that it had not been able to make a reliable judgment 
until this v;eekend. On this basis, the Company indicated in response 

to an inquiry by the American Stock Exchange prior to the'opening of trading 
on Friday that there had been no material developments and, accordingly, 
the Company had nothing to announce. The Company requested a halt in 
the trading of its stock only when it learned that the stock was de¬ 
clining sharply. The Company has requested that the Exchange continue 
the trading halt until the situation with Burmah and the Company's earnings 


are further clarified. 
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INDUSTRIES, INC. 


»0 CROSSWAYS PARK ORIVE • P O BOX 1000 • WOODBURY • N Y 11797 


PHONE (Sit) 9?I 8000 • CABLES: CEON WOODBURY NY 


August 13, 1973 


TO: 

FROM: 


C. McC. Anderson 
Frank Bloom 


only°of^shareholder X list)f i0n *" tU ° ■“* ° f the f ° U °" ln8 " atarlal <°" a 

1- iiiMriorxTri^r'' nous and pr °- foraa baun " ahaata - 


£c 


EXHI3ST 

U. S. DiST. COURT 
S. D. OF N. Y. 


JUN 18 19T4 


2. Management text to accompany ( 1 ) above. 

3. Organization chart by corporate entity. 

4. ' List of officers and directors by corporate entity. 

3. List of operating locations by corporate entity. 

6 . Credit agreement - 8 1/2% senior notes. 

7. Credit agreement - Franklin National Bank. 

8 . List of stock quotations and monthly volume. 

9. List of shareholders at 3/22/73. 

10. Statistics on imported cars in operation 1 / 1 / 73 , 

11. Import sales statistics 6/30/73 and 6/30/72. 

12. Reprint of Holley announcement re: Ultra Program. 

13. Recent articles re: import car market. 

Management organization chart plus projections of employee breakdown for 
five year pro-formas, to follow shortly. own ror 


L,. 


f 

j 


Regards, 
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CONTACTi FRANK BLOOM 


NOVEMBER 9, 1973 
FOR IMMEDIATE RTLEA3E 


CIO:: INDUSTRIES* INC. EZK/K.S INCREASE 

IN SALES, EARNINGS FOR NINE MONTHS 


WOODBURY, N.Y. — Geo n Industries. Inc^ tod^y reported 
earnings of $1,4S0,000, or 70 cents per share, for the nine months 
ended September 30 — an increase of 18 percent. Earnings in the 

5». 

same period a year ago were- $1,730,000 or C.O cents per share. 4z' 

Sales increased 18 percent to $35,314,000 as conpaxed to'* - 
$29,861,000 for the 1972 period. The company had 2,070,755 shares 
outstanding compared to 2,058,615 shares outstanding in the saa*^- 
period last year. \ 

Sales and earnings frcei the company's isiport operations 
were $28,143,000 and $1,062,000 compared to $23,687,000 and $906,000 
for the corresponding period of 1972. 

Fxpcrt operations contributed sales and earnings of 
17,171,000 and $388,000 ccroated to 56,174,000 and $324,000 In 
1972. 


•More* 



*r"‘• ■ ■* '• •“Sir’ 

















- 2 - 


Ceon Industries, Ir.c. snd it. subsidiaries, frocrt* and 
distributes foreign ear rcplac,rent parts throughout the United St.t.., 
•nd distributes American-r.de automotive, fare, industrial. ^ir-.r.ft 
*nd marine parts throughout the free world. 

Geon Industries. Inc. cormon .lock is traded on the American 
Stock Exchange under the syriol GCN. 


Sale. 

Met Income 
Earnings Per share 
Shares Outstanding 


NT tit; mo;th.s r vrrr; 

1973 

$35,314,000 

1,450,000 

704 

2,070,755 


SIPTimiP 30th 

1972(a) 

$29,861,000 

1,230,000 

tec 

2,058,615 


(a) Restated to reflect poolings-of-intcre.t. 


- 30 - 
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TO OUR SHAREHOLDERS: 

We are pleased to report that Geon In¬ 
dustries, Inc. sales for the first nine months 
of 1973 were $35,313,654 with net income of 
$1,449,585, or 70 cents per share. Sales for 
the corresponding period in 1972 were 
$29,861,606 and net income was $1,230,074, 
or 60 cents per share. These figures reflect 
an increase cf 18 percent in both sales and 
earnings. 

Sales and earnings from the company’s 
import operations were $28,143,000 and 
$1,062,000 compared to $23,637,000 and 
$906,000 for the corresponding period in 
1972. Export operations contributed sales 


and earnings of $7,171,000 and $388,000 
compared to $6,174,000 and $324,000 in 
1972. 

Import sales during the last part of the 
third quarter were somewhat hampered by 
the disruptive effects of the changes in for¬ 
eign currencies. This problem has since 
subsided and management feels that our 
market area has returned to normal. 

The increase in our export operations 
was due to greater international market pen¬ 
etration by our automotive division and 
some promising grow.h in the demand for 
high performance automotive equipment 



t 

| 


Nine Months Ended September 30th 





1973 

1972(1) 



. 

Net Sales . 

... $35,313,654 

$29,861,606 



t 

Costs and Expenses: 




• 


Costs of Sales . 

19,952,215 

17,047,600 




Selling and Administrative. 

12,579,127 

10,488,632 




Total Costs and Expenses. 

32,531,342 

27,536,232 




Income before Taxes.. 

2,782,312 

2,325,374 



1 

Provision for Federal and State 






Income Taxes . 

1,332,727 

1,095,300 



i 

NET INCOME . 

1,449,585 

1,230,074 



l 

i 

PRIMARY EARNINGS 




4 

i 

PER SHARE (A). 

70tf 

600 




FULLY DILUTED EARNINGS 






PER SHARE (B). 

700 

600 



• 

(A) Based on weighted average number of 




• 

i 

outstanding common shares as follows. 

2,070,185 

2,058,615 




(B) Based on weighted average number of 




. 

) 

I 

outstanding common shares as follows. 

2,102,282 

2,129,418 



i 

(1) Restated to reflect acquisitions on a pooling-of-interests basis. 



• 


1 

* 

0 

9 

« • * 

1 

• 

• 


i 

t 

I 

' , 

0 

• 

• 














and accessories in certain foreign markets. 
Our aircraft parts division continues its ex¬ 
cellent growth in a constantly expanding 
international market, as the United States 
remains the world leader in the aircraft 
industry. 

In addition, our export operations were 
helped by the dollar devaluations this year 
enabling United States manufactured prod¬ 
ucts to be priced more competiiively in for¬ 
eign markets. 

Equally important in management’s view, 
the total number of company-owned distrib¬ 
utors has increased to 103, continuing our 
planned program of distributor expansion. 
There are currently more than 250 distrib¬ 
utors in 46 states, coast-to-coast, specializ¬ 
ing in BAP/GEON imported car parts. 

The amount receivable from our export 
customer in Venezuela, as mentioned in our 
first quarter report, has at this time been 
reduced to approximately $328,000, against 
which the customer continues to make sub¬ 
stantial payments. 

Management is optimistic that we can 
look forward to continued improved opera¬ 
tions for the future. 






George O. Neuwirth 
Chairman of the Board 


November 15,1973 



GEON INDUSTRIES, INC. 
80 Crossways Park Drive 
Woodbury, N.Y. 11797 
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McMahon Q*iJ 

something, now. 

I am trying to think if we booked that $313,000 
right then and there. I don’t remember. 

The $ 313,000 Frank told Stanley to book this 313 
and I believe that after that was booked, then we 

j 

1 ound the 667. So that it would be that you really 
had nine, but this is if Stanley booked, and I believe 

! 

he had recorded the 313 a3 a debit t.o co3t of sales 
and at that time corrected the preliminary Woodbury 
number which came up into that consolidation so that 
the 667 was, 1 believe, after the correction of the 
$ 313 , 000 . 

I 

Q So the remaining problem after the 1 

i 

correction of the 313 was in the dollar amount of about ' 

J 

667,000? 

A That's correct. 

- Q So when you left on that Thursday night 
at midnight, the 313 had been located at least and 
probably properly entered by that time? 

A I believe so, yes. 

Q And that left 667 to try to figure out? 

A Exactly. 

Q When you left that evening, did you leave 
alone or did you leave -- 
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A No, Frank and I left together. 

i 

Q How did you get hone that evening? 

A Drove. 

I 

f 

Q By yourself? Did Frank drop you off? 

A No, I had my car downstairs. 

i 

Q You left the office together,.then you got 

{ 

I 

in your car and went home and Frank got in his car and 

i 

went home? 

A Right. 

Q Did you go directly home? 

A Yes, I did. 

i 

Q Can you tell me what was your thought with 
respect to the company's financial situation at the 
time that you left that evening? 

A I knew we had a problem. We had never had a j 

problem this big ever before and Frank and I had done 
some preliminary work. We had footed the inventory 
schedules, we had checked to make sure all the 
branches were included, we had, more or less, said to 
ourselves at this point that the east coast inventories 

i 

were not going to change and that unless the warehouses 

| 

on the West coast or branches or others we could locate 

i 


( 

i 


were in the p and L, that we had a definite problem. 
Q What time did you get home that night? 
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A I think about 1, 1:^0. 

Q What did you do when you got home? 

I 

A 1 called somebody. 

Q Who was that? 

A Mr. Rausch. 

Q Did you call him directly when you got 

j 

, • 

home? i 

1 

* . 1 

A Ye3, I believe so. 

i 

Q What did you call Mr. Rausch for? 

} 

A I had made the decision coming home, due to the 
problems that were uncovered, Mr. Rausch was my broker 
and I was going to sell my stock. 

Q How many 3 hares of stock did you hold 
in Geon at that time? 

» 

A • It's a little complicated, but I, in my accourft, 

I believe, 600 shares and in my father-in-law's account, 

i 

400 shares. 

Q When you called Mr. Rausch, where did you 
call him? 

A From my home. 

Q Was he at home? 

A Yes, he was. 

Q When you called him, what were your 
instructions to him? 




! 
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A I told him to sell my stock and to sell my 
father-in-law's stock. I think I had woken him up 
that evening and I ju3t told him to sell my stock, 
sell my father-in-law's stock tomorrow and I hung up. 

Q, Did he say anything before you hung up? 

A No, he was a little groggy. 

Q Can you recall what else you said to him, 
if anything? 

A Not that night, no. 

Q You did not say anything else to him? 

A No. 

Q You just called him up and that one liner? 
A Basically, yes; 

Q He did not have any response or anything? 

A No, I think he was half asleep. 

Q What did you do after making the phone 

s 

call? 

A Then I went to bed. 

Q Did you have any conversations with your 
wife before you turned in? 

A I don't think so. 

Q The next morning, what time do you figure 
you got up in the morning? 


A 


About 7:50 or 8:00 





F 


• 
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2 

1* 

it 

1' 

|j 

Q Did you have any conversations with your 



li 

ji 

i, 

wife at that time abou ock? 


l 

ii 

ii 

A With my wife, I don* think so. 


5 


Q Did you make any telephone calls? 

1 


f. 


1 

a No, Mr, Rausch called me tack. 


i 


Q That morning? j 


8 


A Yes, he did, 

1 


9 


’ , i 

Q What did he 3ay? 


10 


A He said something to the effect — "Did you call 


11 

1 

me last night?" And I said, "Y’3," 

• 

12 

! 

i 

He said, "Did you tell me to sell the 


1J 

il 

ii 

stock?" And I said, "Yes." 


11 

I 

Q He thought he had a bad dream? 


15 

# 

i 

! 

♦ 

1 

1 

a Yes, He said, "What is the problem?" And I said, 


16 

"I don't know at this point, but it could be a big 


i: 

problem and I want to be out of the stock," 


18 


He said, "You are sure that the problem is 


19 


there?" and 1 said, "1 don't know the problem is there. 


20 

| 

ii 

1 

! * 

• 

It»s too preliminary, but please sell my shares and my 

i 

21 

father-in-law 3 shares of stock." 


Ol 


i 

So he said he would. 

• 

21 

i 

i > 

1 

Q Do you recall,, roughly, what time of 


21 

i 

i 

morning this was? 


2". 

i 1 

ii 

ii 

t; 

A I think 8:00 or 8:30 because I usually leave — 

• • 


/ 
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If I leave my house around 9 : 00 , I get in around 10:00 
or 10 : 15 , so It had to between 8:00 and 9:00 o'clock. 

MR. DRAKE: You say you told him it was a 
big problem, but you did not know how big, because 
the figures were preliminary? 

THE WITNESS; That'3 correct. • j 

I 

MR. DRAKE: Why did you characterize it as 
a big problem? 


THE WITNESS: Because I think $ 600 , 000 , 
if that number holds up, is a big problem. I 
don't think that is a small number, 

Q What time did you get into work that day? 

A I gues3 I got in around 10 or so, again. 

Q Can you tell me when was your next con¬ 
versation with Mr. Rausch with respect to the Geon 
stock situation? * • 

A I think it was that following evening, because 
while I was walking though the office one of the em¬ 
ployees stopped me and said, "What Is going on?" 

I said, "What is the matter?" 

He said, "They suspended trading in Goon 
and the stock was down to lj. something." 

So I had to work, I don't remember how late 


1 


I 


I worked that night. 
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thing for us And I thought so, too, because everybody 
would be going to small cars. 

Now, they claim that the foreign car sales 
started to level off a little bit. Not really, but they 
leveled off at 18 or 17 percent. 

So, now, with the energy crisis coining, 

I am going back to my bullishness again that I was in 1970, 
when I started recommending Geon, because the imports 
were taking 16 percent, 18 percent, so I was back in the 
cycle again. 

a 

And I asked him at the time, earnings, 
everything was on target. It was a known fact the company 
was growing between IS t> 20 percent a year in 
earnings. 

And it was Common knowledge, because of the 
business that they had. And that is--I think I went off 
the track of what we were looking for originally. 

BY MR. PERLIS: 

Q We are looking for how you found out 
about the merger, the acquisition by Burma? 


BY MR. RUBIN: 


Until it was Burma? 


About the proposed acquisition. What led to 


your purchases in November? 


. - ii 

Tno Cowin report, ®nd my conversation with Mr.| 

ONLY COPY AVAILABLE 



4 
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Kcuwirth , ad I would say that would--at the time, in 
tha beginning of November or the end of October. 

q When did you recall speaking to Mr. Firkser 

•bout the possible merger thet he couldn'ttcll you about? 

A I remember it was October. I think it was 

% 

either the latter part of October. 

Q So all of these things were contemporan eous 

with the other? All of them occurred pretty much the same 
time? 

A Yes. Everything happened at once, more or 


less. 



Q Did Mr. McMahan confirm any of this to you, 

other than that no one was around? 


A He confirmed to me that there is a deal 

cooking sometime in November, but he knew something was 
happening, but didn't know what. 

BY MR. PERLIS:" 

Q Did he give you any more definite statement 
as to what kind of a deal? 4 

BY MR. RUBIN: 

I 

i Q That is generically, like a merger, a big 

acquisition, a bit--almost anything? 





A I am just tryhg to think. There.are so 

many people I spoke to. Who comes first? This was after 
the announcement already. 


I 


i. 
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This was after December 3. But prior to 
December 3»-December 3, I think was a Monday, Do you--I 
think it was a Monday. That Friday night prior--that 
prior Friday night-- 

Q December 3 was a Monday? 

A Righ t. That Friday night I come home, I 

get a phone call, George Neuwirth on the phone. So I says 
he is calling me. Called me home to tell me that Monday 
morning, before the opening, there would be an announcement 
that, he said, rumors have been going on. But there will 
be an announcement Monday morning that we are having 
negotiations with Burma Oil of England. That is when 
I said, "My God, I can 't say, you know, happened th en. 

And sure enough, Mpnday nrning, before the 
opening, the thing came out. 

BY **R. PERLIS: 

Q When you said Mr. Firkser said he cannot 

say, did he say that with an English accept? 

A Yes. 

« 

Q Unfortunately the record won't pick that 


Yes. 


*Y MR. RUBIN: 


Did you get bade to Mr. Firkser on that 


all? 


A 


No/ 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 



19 

20 


I 


;» 
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Q And had Mr. McMahan been the source of any 

other, or any information prior to lets say December 
3, 1973, concerning the merger or anything on the fire, 
anything that might be considered to be material 
information? 

A No. Not that I-- No. But the information 

that I--you want me to-- 

Q You mentioned the purchases, you know, in the 

beginning of November. Sort of contemporaneous with your 
knowledge of a merger, which was not announced until 
December. 

A Correct. 

Q " Did you hav e any knowledge in early 
November, such as Mr. Firkser's phone call, that 
something was happening? 

A Yes. 

MR. ZELERMYER: Can you read back the 

last question, please? 

(Record read.) • 

THE WITNESS: You mean besides Mr. Firkser 

t 

and my father? 

BY MR. PERLIS: 

Q Right. 


-» < A Nothing. Mr. McM ahan, he felt something 

was hoppening, but he didn't know what. 


* # * 
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and February 22, 1974, let's make that February 21st of 

% 

1974, did you have any other conversations with any Geon 
officers, directors or employees regarding Geon? 

A Yes. Mr. George Neuwirth. 

* 

Q But not Mr. McMahan? 

A I spoke to Mr. McMahan, but he didn't really know 

f 

from out conversations what was going on. 

Q What did Mr. Neuwirth tell > u? 

A Mr. Neuwirth--hte key was, we are going now fiom 

December to February, right? 

Q • Correct. 

A I used to call Mr. Neuwirth every week 

to say, George, how is everything going, and he would say, 
Marvin, everything is great. There was an article on 
February the 3rd, that appeared in the New York Times-- Do 
you have it with you? 

MR. ZELERMYER: Yes. 

BY MR. ZELERMYER: * 

9 / 

Q If you ccn Just go nn. 

A Right. There was an article in the 

New York Times, which more or less quoted that the deal 
was completed. February 10. 


BY MR. PERIIS: 


You refreshed your recollection now by looking 


at the copy of the article? 


I don't need the article. 
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Q Just for the date, that*Is all7 

A The date. The February 10 article. I called 

Mr. Neuwirth home, and I says, "George, according to this 
article, the deal’s completed, where is your money?" 

He said to me, Marvin, all I can tell you 

% 

is tTat there are no problems, no hurdles, we are acting 
like we are a subsidiary of Geon." 

I says, "How can"-- 
Q A subsidiary of Burma? 

A "A subsidiary of Burma. A subsidiary of Burma.[' 

I said, "Where is our checks?" I said, "How 

can the paper say that?;; 

He says, "Because we are a family already." 

This was on February 10. And he said to me there are no 
problems, no hurdles. All the mpjor problems were ironed 
out, and there is nothing in front of us to hurt us, an d he 
said, the auditors are in, and we expect to sign before 
the auditors are finished. 

BY MR. RUBIN: ' 

Q Did he give you a date, outside date, as 

■ I 

a guess? 

A Approximately--there was a conversation before. 

He gave me a date of, I think it might have been ten days, 
two days--two weeks, or two to three weeks. 



25 
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1 i 

BY MR. PERLIS 

• 

• 


i 

2 i Q 

.1 

From February 10? 

i 

1 

! A 

No. This is a conversation I had the 

i 

• 

i 

4 

week prior. 

I am just trying--the way--the conversations 

5 

1 

I had, it was 

i 

if--that they wore going to sign the 

20 - - 

1 

t) 

j 

either the 21 

or 22 of February. 


7 1 

! 

BY MR.RUBIN: 

• - 


8 

9 • 

Did he indicate there was to be a meeting, the* 

i 

0 

mal signing would be at? 

j 

1 U j 

A 

NO* .. . • ; 

1 

11 1 

1 

BY MR. PERLIS 

• 

• 

| 

12 

Q 

1 

Between December 3 and February 22, did you at 

13 || any time increase your position in Geon? 

1 

M 

i 

j 

A 

Between December 3 and December-- 

» 

i 

15 

Q 

February 22 of 1974. 


16 

A 

* 

Oh, yes. 


t- ! 

1 ‘ Q ' 

ii 

How m any shares additional did you 

, did 

1 

16 

1 

you purchase. 

approximately? 

i 

19 1 

A 

From December 3 on? 

i 

i 

! 

I 

1 

20 1 

Q 

Yes. 

! 

j 

1 

21 ; 

A 

December 3? 

1 

22 

BY MR. RUBIN: 


i 

I 

'2,1 I 

Q 

I understand you purchased a thousand 

i 

shares 

i 

24 

1 

on February-- 

V 

• i * 

| 

25 

A 

That is the 19th. I spoke to Mr. 
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«11 t»r *■ r proxlJing you with the firm rules, or th e 
1 ir * •»f > tulri, or SEC rules, thet inside information--that-- 

i 

• Vtvi r#juUtlon> concerning the use of material nonpublic 
inf or»*tleaT 


Or wh at you must do when you are--well, when 
you eWt»rve--when you obtin such information? 

Ara yov aware of the general rules and 
tejulatioAi concerning the use of material public 
infori-it ir re, non-public information? 

A I - - 

Q When executing your purchases and sales 

of securities? 

* 1 woulJ »ay yes. I think ray original 

guidelines ss a broker. 


Q When you received the call from McMahan, both 
r *lj?ht and then when you confirraea the 
news about the bad numbers thr next nomine /ou 

consider that you had been privy to material nonpublic 
information? 

* I would say yes. 


Q Did you consider discussing this, in fact, did 
r ° B dl,cu * s this with your cowpliance man at Edwrds 9 
1 titey, or with the resident partner o t with anyone 
there? 


A 


No. 
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11/12 SOO-lfeufmaa*'"' 
1000-Hosa, Raucb 
^^OtT-Forresc ^ 

100-Rauch (wife)*'* 

• • 

500-Beeozlv^ 

200-Baer 

100-Kaufnanv/ 
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OTHERS 

. 150-JUlch 
, 200-Spltz^ 
100-Shankcrv^ 

• 50-Schutte^ 
50-Fark«s*^ 
50-Lealie^ 
50-Schadlow^ 

200-Hedgo fSb'*^ X • 
200-Irv. Lynn ^ 
200-Boldcrv/ 

250-D. Lynn S 
25-Horecse^ 
250-Paynei^ 

25-Silverman / 
50-Blur.ienctock i.-- 
100-1. Lynn^Vfr--—• ■— 


*1 


11/13 100-Spanton^ , 

> 

100-Po‘rre*t- 
lOO-Kaufman^ 
11/16 400-lnv. Assoc—^ 

100-Forrcst^ 
500-Kaufman / 
200-Rosa. Rauch * 
11/20 500-Bacr— ///it 
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• 300«Spanton^ 
200-Rosa Divas 
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others 


11/21 


11/26 


11/29 


’ } 


11/30 
12/3 * 


12/4 


Ros[~;T r .i. '> 

2‘>0-Boi*.»c w 
300-Eide- 
300-Rosn Blum«' 

200-Eidc ^ 

200-Knufmsnw- 

500*Dai«n 

800-Kaufinan^ 

200-Kosa. Rauch.'' 

300-Bret tier / 

100-lnv. Assoc,'' 

200-Silverman^ 

200-Forrcst ~ 

50-Sorrcntino 
100-Coldberg ✓ iv.i* 

* >»o 

500*C. Kaufman-' 

2000-Kaufraan*' 

500-Rfluch ✓" iVSM 
500-Forrcst^ *VS> 

300-Blum w' » t ' # 1 
500-H. Mo slow ^ »c *T 
200-Vcrshel ^ iC-oi 
500-Bacr *• 

500-N. t-UsloWv* , 

1000-B. Rnuch^(wife) 

1000-Jules Rauch* 

200-Rosa. Blum v' 


200-Rclnsteln*-^ 


100-Centorc t-- 

lOO-Caudio*^ 

lCO-353d Inv.u^*»Ufc 
s 

17jB'-notondo 
50-Schadlow-'"R' ; iE 
75-GQUdio w-" «S;i "7 


500-Vogcl^ 


200-Vcrshcl 

400-Spanton-' 



200-rormst. 


tOSKfm-.Li) 


-Mulvin Horovicz-''^ 


LYNN 


OTm , ' , .r; 


300-C.UhnriL 


500-Kaufman ^ 

/ 

200-Silvcrman 
1000-Jules Rauch 
200-C. Kauftaan^" 
200-Rosa. Rauch*/ 
300-Spanton v/ 
300-Rothstoin-/ 
500-Dann^ 
200-Hosn. Rauch S 


)-Rosenfeld^(vife)100-Lynn 


500-Cull(.^1 


500-Alpert«/ 


12/10 500-Alpert/ 


lOO-Krcnnciv'' 

100-Schanker-^ 


JJWTTJTfll 1 


-bK 


200-Lcvcn^om/ 50-Cacciola 


75-Gaudto ^ 


55-Sllphov^^ 

15-Lynn 

50-Solnica^ 

10-Dlvimcnstock-^ 


12/11 500-Alpert^ 
12/12 100-Frieduum*'-' 


55-Mycrs 


15-Mor&osc 


AOO-Lnvln Machine 


900-Lcvlne*^^ 
500-Rosa Friedman-^ 
12/13 100-Soloinon-^' 
100-Frli dinan^" 
100-Bcverly Rauch*''" 


100-Lavin Machine, 
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DATE RAUCH 

12/14 100-Drctclcr-^ 

12/17 

12/18 200-Brctticr 
12/20 200-C. Krtuftun*^ 


ROSKKm.D 


12/21 




100-Rooa Kricdma 
500-N. Maslow 
100-L. Mae low (mC)'^. 


500-Levine 




y 


12/24 

12/26 


200-Coldberg 
500-Bncri/^ 

200-kc-sa. Friedman*/^ 
400-Brcttlcr \/ 

200-Ceielcr 4 ^ 
200-Ilothetein^^ 
200-Rauch (Rosalyn)/ 


12/27 

12/28 100-Coldberg 
1/7/74 




LY>m 


5. 

onrcrs 


100 - Pt-r lmu 11 c V 
lOO-Coldwaaser^''^" 


1100-Arbitr 

Boesky 


;v/v/1000 




1300'Boceky | 
1700-Boesky 


!/! 


X000*Boe#ky^/^ 


2800-Doc sky 


'j!nZ- 


3000-Boer-V.y y 

ncD J t-; 

i a a * a y J - . 


ONLY COPY AVAILABLE 




\i. 


llUa 


1 


DATE 


RAUCII 


RQSEKFELD 


LYNN 


//*' 


6. 

others . 
oo j 1 

(UOO-A. Steir J 
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CUSTOMERS AGREEMENT 121a 



EDWARDS & HANLY 

In consideration of your accepting one or more accounts of the undersigned (wl other designated by 
name, number or otherwise) and your agreeing to act as brokers for the undersigned in the purchase or sale 
of securities or commodities, the undersigned agrees as follows: 

1. Ail transactions under this agreement shall be subject to the constitution, rules, regulations, customs 
and usages of the exchange or market, and its clearing house, if any, where the transactions arc executed 
by you or your agents, and, where applicable, to the provisions ot the Securities Exchange Act of 1934, the 
Conimodit'cs Exchange Act, and present and future acts amendatory thereof and supplemental theieto, and 
the rules and regulations of the federal Securities and Exchange Commission, the Board of Governors of 
the Federal Reserve System and of the Secretary of Agriculture in so far as they may be applicable. 

2. Whenever any statute shall be enacted which shall affect in any manner or be inconsistent with 
any of the provisions hereof, or whenever any rule or regulation shall be prescribed oi promulgated by the 
New York Stock Exchange, the Federal Securities and Exchange Commission, the Board of Governors of the 
Federal Reserve System and/or the Secretary of Af.iiculturc which shall affect in any manner or be inconsistent 
with any of the provisions hereof, tiic provisions of this agreement'so affected shall be deemed modified or 
superseaed, as the case may be, by such s’-ratc, rule or rcgulatic.', and all other provisions of the agreement 
and the provisions as so modified or su; e.scdcd, shall in all respects continue and be in full force and effect. 

3. Except as herein otherwi*' .-prcssly provided, no provision of this agreement shall in any respect be 
waived, altered, modified or am-.ided unless such waiver, alteration, modification or amendment be committed 
to writing and signed by a r-tuber ot your organization. 

4. All monies, secj' .'zs, coinmodites or other property which you may at any time be carrying for the 
undersigned or which nay at any time be in your possession for any purpose, including safekeeping, shall be 
subject to a genera 1 i’en for the discharge of all obligations of the undersigned to you, irrespective of whether 
or t.ot you hav- made advances in connection with such securities, commodities or other property, and 
irrespective of number of accounts the undersigned may have with you 

5. All «* unties and commodities or any other property, now or hereafter held by you, or carried by you 
for the i* .c^rsigned (either individually or jointly with others), or deposited to secure the same, may from 
time * *imc and without notice to me, be carried in your general loans and may be pledged, re-pledged, 
h>- d»!.ecated or re-hypothecated, separately or in common with other securities and commodities or any 

»’.er property, for the sum due to you thereon or for a greiter sum and without retaining in your possession 
nd control for delivery a like amount of similar securities or commodities. 

6. Debit balances of the accounts of the undersigned shall be charged with interest, in accordance with 
your usual custom, and with any increases in rates caused by money market conditions, and With such other 
charges as you may make to cover your facilities and extra services. 

7. You arc hereby authorized, in your discretion, should the undersigned die or should you for any reason 
whatsoever deem it necessary for your protection, to sell any or all oi the securities and commodities or other 
property which may be in your possession, or which you maybe carrying fortheundersigned(eu.ier individually 
or jointly with otheis), or to buy in any securities, commodities or other property of which the account or 
accounts of the undersigned may be short, or cancel any outstanding orders in order to close out the account 
or accounts of the undersigned in whole or in part or in order to close out any commitment made in behalf 
of the undersigned. Such sale, purchase oi cancellation may be made according to your judgment and may 
be made, at your discretion, on the exchange or other market where such business is then usually transacted, 
or at public auction or at private sale, without advertising the same and without notice to the undersigned 
or to the personal representatives of the undersigned, and without prior tender, demand or call of any kind 
upon the undersigned or upon the personal representatives of the undersigned, and you may purchase the 
whole or any part thereof free from any right of redemption, and the undersigned shall remain liable for any 
deficiency; it being understood that a prior tender, demand or call of any kind from you, or prior notice from 
you, of the time and place of such sale or purchase shali not be considered a waiver of your right to sell or 
buy any securities and/or commodities and/or other property held by you, or owed you by the undersigned, 
at any time as hereinbefore provided. 

8. The undersigned w.ll at all times maintain margins for said accounts, as required by you from time 
to time. 

9. The undersigned undertakes, at any time upon your demand, to discharge obligations of the under¬ 
signed to you, or, in the event of a closing of any account of the undersigned in whole or in part, to pay you 
the deficiency, if any, and no oral agreement or instructions to the contrary shall be recognized or enforceable. 

10. In case of the sale of any security, commodity, or other property by you at the direction of the 
undersigned and your inability to deliver the same to the purchaser by reason of failure of the undersigned 
to supply you therewith, then and in such event, the undersigned authorizes you to borrow any security, 

’ commodity, or other property necessary to make delivery thereof, and the undersigned hereby agrees to be 



cm 






ooi-iiW)'*- J 


responsible for any toss which you may sustain thereby and any premiums which you may be required to pay 
thereof, and for any loss winch you may sustain by reason ol your inability to borrow the security, commodity, 
or other property sold. 

11. At any time and from time to time, in your discretion, you may without notice to the undersigned 
apply and/or transfer any or ah monies, securities, commodities and/or other property of the undersigned 
interchangeably between any accounts of the undersigned (other than from Regulated Commodity Accounts). 

12. It is understood and agreed that the undersigned, when placing with you any sell order for short 
account, will designate it .•» sue.It and hcicby autliori7.es >ou to mark such order as being “short”, and when 
placing with you any order for long account, will designate it as such and hereby authorizes you to mark such 
order as being long . Any sell order whicli the undersigned shall designate as being for *ong account as 
abov- provided, is for securities then owned by the undersigned and, if such securities are not ti.en deliverable 
by you from any account of the undersigned, the placing of such order shall constitute a representation by 
the undersigned that it is impracticable for him then to deliver such securities to you but that he will deliver 
them as soon as it is possible for him to do so without undue inconvenience or expense. 

13. .n all transactions between you and the undersigned, the undersigned understands that you are 
acting as the brokers of the undersigned, except when you disclose to the undersigned in writing at or before 
the completion of a particular transaction that you are acting, with respect to such transaction, as dealers 
for your own account or as brokers for some other person. 

14. Reports of the execution of orders and statements of the accounts of the undersigned shall be 
conclusive if not objected to in writing, the former within two days, and the latter within ten days, after 
forwarding by you to the undersigned by mail or otherwise. 

15. Communications may be sent to the undersigned at the address of the undersigned given below, or 
at such other address as the undersigned may hereafter give you in writing, and all communications so 
sent, whether by mail, telegraph, messenger or otherwise, shall be deemed given to the undersigned personally, 
whether actually received or not. 

16. Any controversy between you the undersigned arising out of or relating to this contract or the 
breach thereof, shall be settled by arbitration, in accordance with the rules, then obtaining, of either the 
Arbitration Committee of the Chamber of Commerce of the State-of New York, or the American Arbitration 
Association, or the Board of Arbitration of the New York Stock Exchange, at the undersigned may elect. If 
the undersigned docs not make such election by registered mail addressed to you at your main office within 
five (5) days after receipt of notification from you requesting such election, then the undersigned authorizes 
you to make such election in behalf of the undersigned. Any arbitration hereunder shall be before at least 
three arbitrators and the award of the arbitrators, or of a majority of them, shall be final, and judgment 
upon the award rendered may be entered in ly court, state or federal, having jurisdiction. 

17. This agreement and its enforcement shall be governed by the laws of the State of New York and its 
provisicas shall be continuous; shall cover individually and collectively all accounts which the undersigned 
may open or re-open with you, and shall enure to the benefit of your present organization, and any successor 
organization, irrespective of any change or changes at any time in the personnel thereof, for any cause 
whatsoever, and of the assigns of your present organization or any successor organization, and shall be binding 
upon the undersigned, and/or the estate, executors, administrators and assigns of the undersigned. 

18. The undersigned, if an individual, r;presents that the undersigned is of full age, that the undersigned 

is not an employee of any exchange, or o; .»ny corporation of which any exchange owns a majority of the 
capital stock, or of a member of any exchange, or of a member firm or member corporation registered on any 
exchange, or of a bank, trust company, insurance company or of any corporation, firm or individual engaged 
in the business of dealing, either as broker or as principal, in securities, bills of exchange, acceptances or other 
forms of commercial paper. The undersigned further represents that no one except the undersigned has an 
interest in the account or accounts of the undersigned with you. /) 


. Dated, 


"LOUIS MAIONE 


C (' ^eby 

0 L' ‘ ^ by you 

EXHIBIT Dated, 
S. CIST. COURT 
S. D. OF N. Y. 

JUN 21 1974 


CUSTOMER’S LOAN CONSENT 

Until you receive written notice of revocation from the undersigned, you are 
hereby authorized to lend, to yourselves as brokers or to others, any securities hel^ 
by you on margin for the account of, or under the coa£rbl of, the undersigo<ui: 

nated, _ __C 

JRT . .. h ;i V LOUIS MAI0NE 


i ^ 0 ^ 
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EDWARDS & H AN LY 

In consideration of your accepting one or more accounts of the undersigned (whether designated by 
name, number or otherwise) and your agreeing to act as brokers for the undersigned in the purchase or sale 
of securities or commodities, the undersigned agrees as follows: 

1. Ail transactions under this agreement shall be subject to the constitution, rules, regulations, customs 
and usages of the exchange or market, and its clearing house, if any, where the transactions are executed 
by you or your agents, and, where applicable, to the provisions ot the Securities Exchange Act of 1934, the 
Commodities Exchange Act, and present and luture acts amendatory thereof and supplemental thereto, and 
the rules and regulations of the hcdcral Securities and Exchange Commission, the Board of Governors of 
the Federal Reserve System and of the Secretary of Agriculture in so far as they may be applicable. 

2. Whenever any statute shall be enacted which shall affect in any manner or be inconsistent with 
any of the provisions hereof, or whenever any rule or regulation shall be prescribed oi promulgated by the 

1 Stock Exchange, the Federal Securities and Exchange Commission, the Board of Governors of the 
Federal Reserve System and/or the Secretary of Agriculture which shall affect in any manner or be inconsistent 
with any of the provisions hereof, tiic provisions of this agreement so affected shall be deemed modified or 
superseded, as the case may be, by such statute, rule or regulation, and all other provisions of the agreement 
and the provisions as so modified or superseded, shall in all respects continue and be in full force and effect. 

3. Except as herein otherwise expressly provided, no provision of this agreement shall in any respect be 
waived, altered, modified or amended unless such waiver, alteration, modification or amendment be committed 
to writing and signed by a member of your organization. 

4. All monies, securities, coinmodites or other property which you may at any time be carrying for the 
undersigned or which may at any tune be in your possession for any purpose, including safekeeping, shall be 
subject to a general lien for the discharge of all obligations of the undersigned to you, irrespective of whether 
or not you have made advances in connection with such securities, commodities or other property, and 
irrespective of the number of accounts the undersigned may have with you. 

5. All securities and commodities or any other property, now or hereafter held by you, or carried by you 
for the undersigned (either individually or jointly with others), or deposited to secure the same, may from 
time to time and without notice to me, be carried in your general loans and may be pledged, re-pledged, 
hypothecated or re-hypothecated, separately or in common with other securities and commodities or any 
other property, for the sum due to you thereon or for a greater sum and without retaining in your possession 
and control for delivery a like amount of similar securities or commodities. 

6. Debit balances of the accounts of the undersigned shall be charged with interest, in accordance with 
your usual custom, and with any increases in rates caused by money market conditions, and with such other 
charges as you may make to cover your facilities and extra services. 

7. You are hereby authorized, in your discretion, should the undersigned die or should you for any reason 
whatsoever deem it necessary for your protection, to sell any or all of the securities and commodities or other 
property which may be in your possession, or which you maybe carrying for theundersigned(either individually 
or jointly with others), or to buy in any securities, commodities or other property of which the account or 
accounts of the undersigned may be short, or cancel any outstanding orders in order to close out the account 
or accounts of the undersigned in whole or in part or in order to close out any commitment made in behalf 
of the undersigned. Such sale, purchase or cancellation may be made according to your judgment and may 
be made, at your discretion, on the exchange or other market where such business is then usually transacted, 
or at public auction or at private sale, without advertising the same and without notice to the undersigned 
or to the personal representatives of the undersigned, and Without prior lender, demand or call of any kind 
upon the undersigned or upon the personal representatives of the undersigned, and you may purchase the 
whole or any part thereof free from any right of redemption, and the undersigned shall remain liable for any 
deficiency; it being understood that a prior tender, demand oi call of any kind from you, or prior notice from 

E ou, of the time and place of such sale or purchase shali not be considered a waiver of your right ro sell or 
uy any securities ana/or commodities and/or other property held by you, or owed you by the undersigned, 
at any time as hereinbefore provided. 

8. The undersigned wilEat all times maintain margins for said accounts, as required by you from time 
to time. 

9. The undersigned undertakes, at any time upon your demand, to discharge obligations of the under¬ 
signed to you, or, in the event of a closing of any account of the undersigned in whole or in part, to pay you 
the deficiency, if any, and no oral agreement or instructions to the contrary shall be recognized or enforceable. 

10. In case of the sale of any security, commodity, or other property by you at the direction of the 
undersigned and your inability to delive. the same to the purchaser by reason of failure of the undersigned 
to supply you therewith, then and in such event, the undersigned authorizes you to borrow any security, 
commodity, or other property necessary to make delivery thereof, and the undersigned hereby agrees to be 

‘ EXHIBIT 
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responsible ^ or an >' 1°** w hich you may sustain tliereby and any premiums which you may be required to pay 
thereof, and for any loss which you may sustain by reason of your inability to borrow the security, commodity, 
or other property sold. 

11. At any time and from time to time, in your discretion, you may without notice to the undersigned 
apply and/or transfer any or all monies, securities, commodities and/or other property of the undersigned 
interchangeably between any accounts of the undersigned (other than from Regulated Commodity Accounts). 

12. It is understood and agreed that the undersigned, when placing with you any sell order for short 
account, will designate it us such and heicby authorizes you to mark such order as being "short”, and when 
placing wiilt you any order for tong account, will designate it as such and hereby authorizes you to mark such 
order as being “long”. Any sell order which the undersigned shall designate as being for long account as 
above provided, is for securities then owned by the undersigned and, if such securities are not then deliverable 
by you from any account of the undersigned, the placing of such order shall constitute a representation by 
the undersigned that it is impracticable for him then to deliver such securities to you but that he will deliver 
them as soon as it is possible for him to do so without undue inconvenience or expense. 

13. In all transactions between you and the undersigned, the undersigned understands that you are 
acting as the brokers of the undersigned, except when you disclose to the undersigned in writing at or before 
the completion of a particular transaction that you are acting, with respect to such transaction, as dealers 
for your own account or as brokers for some other person. 

14. Reports of the execution of orders and statements of the accounts of the undersigned shall be 
conclusive if not objected to in writing, the former within two days, and the latter within ten days, after 
forwarding by you to the undersigned by mail or otherwise. 

15. Communications may be sent to the undersigned at ’he address of the undersigned given below, or 
at such other address as the undersigned may hereafter give you in writing, and all communications’ so 
sent, whether by mail, telegraph, messenger or otherwise, shall be deemed given to the undersigned personally, 
whether actually received or not. 

16. Any controversy between you .-..J the undersigned arising out of or relating to this contract or the 
breach thereof, shall be settled by arbitration, in accordance with the rules, then obtaining, of either the 
Arbitration Committee of the Chamber of Commerce of the State of New York, or the American Arbitration 
Association, or the Board of Arbitration of the New York Stock Exchange, as the undersigned may elect. If 
the undersigned docs not make such election by registered mail addressed to you at your main office within 
five (5) days after receipt of notification from you requesting such election, then the undersigned authorizes 
you to make such election in behalf of the undersigned. Any arbitration hereunder shall be before at least 
three arbitrators and the award of the arbitrators, or of a majority of them, shall be final, and judgment 
upon the award rendered may be entered in any court, state or federal, having jurisdiction. 

17. This agreement and its enforcement shall be governed by the laws of the State of New York and its 
provisions shall be continuous; shall cover individually and collectively all accounts which the undersigned 
may open or re-open with you, and shall enure to the benefit of your present organization, and any successor 
organization, irrespective of any change or changes at any time in the personnel thereof, for any cause 
whatsoever, and of the assigns of your present organization or any successor organization, and shall be binding 
upon the undersigned, and/or the estate, executors, administrators and assigns of the undersigned. 

18. The undersigned, if an individual, represents that the undersigned is of full age, that the undersigned 
is not an employee of any exchange, or of any corporation of which any exchange owns a majority of the 
capital stock, or of a member of any exchange, or of a member firm or member corporation registered on any 
exchange, or of a bank, trust company, insurance company or of any corporation, firm or individual engaged 
in tht business of dealing, either as broker or as principal, in securities, bills of exchange, acceptances or other 
forms of commercial paper. The undersigned further represents that no one except the undersigned has an 
interest in the account or accounts of the undersigned with you. 

12/24/73 ^ ' ,c 

Dated, ...... * Jm mmm / a . McMahon 


CUSTOMER’S LOAN CONSENT 

Until vou receive written notice of revocation from the undersigned, you are 
hereby authorized to lend, to yourselves as brokers or to others, any securities held 
by you on margin for the account of, or under the control of, the undersigned^ 

Dated, .12/24/73__-“5 ^ C 

---- -MaMahon 
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cumScii of the 

New Yort and American Stuck Esrhiagt 
i M'bitchell Street, New York, N.Y. 10004 
(lit) 4*5 *000 


Memo to: Mr. Henry A. Behrens, Jr. 
From: Research Department 


Re: REQUEST FOR APPROVAL OF SOLICITED AND/OR DISCRETIONARY ORDERS IN GEON INDUSTRIE 


nt*i D H G f 0n ’ !! n 1fr °°r ter an< J distributor of foreign car replacement parts< has corn- 

share in 9 ??fi 7 9 tn' V <n P? C ° rd ^ Earnings increased without interruption from $0.01 a 
4 Q 7 -, to $0.81 a share in 1972. Earnings for the si‘* months ended June 30 

i J pp r? x J ma !- el y 2 ||* $ 0 - 46 a share. The company has a respectable ba- 

hl Sr-! f! 1 ’*^ I S ] n 9 r 0d flnancial shape. It appears that a strong case could 
be mace for purchasing Geon. Accordingly, we recommend that approval be granted. 


November 1, 1973 


Stanley Lanzet 








• iti:- for apwcvat., rou placement or solicited and/or discretionary orders 


» TO: Henry A. Behrens, Jr. 

FROM: f< O S < VC- ( fL ° 


Account Executive 


G± 


(1) Nano of Issuer_ _ 

(use full name, not ticker symbol) 

(2) Description of Issuer's Business /~~0 f f t c. ^ u 't'C'/j i ^ t ( <-- 


,c<_ c c. 




(3) When Issuer Formed_ 

(4) Number of Shares Outstanding_ 

(5) Current Market Price_ 


/ , 

/ . 

I 1 I 


(6) Exchange, if any, on which security is listed or if unlisted, 
name of principal market maker_ f\s*r _ 




(7) Estimated number of shares which, if approved, would be 
traded in this Branch ~ / A e <- 


traded in this Branch_ ~ / A o v '-i *' -•-> <r c —> _ 

(8) I believe the foregoing seem cy is a suitable investment 
for accounts with the following investment objective: 

_ £"~*V ! n ./ vf.'i ■« i? 


(9) Earnings History_ 


\~ITU . .*>; . <— 


LXIIi BTT XV 


_ 

Signature of Account Executive 

- 


Signature of branch Manager 

•ONLY COPY AVAILABLE 
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geon juduet rt es. it;c. 
(A.S.E. Symbol: GON) 


Market Price _ Earnings Per Share 

1973 Year Fndc d ] ?/31 

Ranoc 10/17/7 3 1971 1972’ ] 973E 


23-7 


$0.66 $0.81 $1.00 


Prico/Earninos 
1972 1973E 


14.0 


12.0 


Dividen d 

None 


Capitalizatio n 12 /31/72 

Long Term Debt 
Common Equity 


$ 3,819,000 
1 . 2 . 000.000 
$15,889,000 


G 

24.5 

75.5 

100 . 0 % 


Common Shares 


2,069,000 (28% closely held) 


Dally Trading Volume: 


7,000 Shares (average last 2 months) 


S UMMARY AMD COMCJ MOTON 

| 

Geoti is lr/ far the largest independent distributor of replace¬ 
ment parts for foreign automobiles in the United States. The 
company alto exports automotive, aircraft, tractor, industrial and 
marine parts throughout the free world. Sales have gi'cv.’n from, n? 
million rr. 1950 to over $*0 trillion in the year ended December 31, 
1972, while .Tunings per Phare have increased from $0.37 to $0.8). 
Jiecnu: o of t ie rj.iJily c:csi*.Xiontnl.ilo growth in the* foreign car 
parts market and (Jeon' s leading position in the fiel d, ws think 
Coon could achieve a corr.ocundod annual rale of growth in earnings- 
over the next f aw yearr> of as much as 30*;. Goon shares, currently 
selling at ]2 tire* cvr 1973 earnings cstintto of $1.00 appear 
oigp.*' J icmt 1 y u.vicre:: ly. d md under goad stock market conditions 
could ro::u.;nvi a • uch hi. her r.-.ul tip] o. 


ONLY COPY AVA1LAB! ¥ 





S " 


129 a 



Geon carries a broad line of replacement parts for over 9£% 
of the foreign cars presently in use in the United States, Its 
catalogs list approximately 26,000 items, other than tires, bat¬ 
teries and radios. The company purchases the parts it distri¬ 
butes from 250 suppliers located in West Germany, the United 
Kingdom, the United States, Japan, Canada, France, Italy and 
Sweden. Geon's sales of foreign car replacement parts, which are 
distributed nationally, are made to over 220 distributors, 102 
of which are company owned. These distributors in turn sell the 
parts.to independent repair shops, franchised vehicle dealers, 
service stations and directly to the general public. 

Geon’s volume is not affected by the uusincss cycle, since 
most foreign cars do not use replacement parts in substantial 
quantities until the third or fourth years. The increases in car 
imports,during the last 9 years indicates that the number of for¬ 
eign-made cars in the U.S. over three years old will double by 
1976. Geon's market should grow at least 30% annually for the 
next few year.*;. An established lead position in purchasing and 
marketing should enable Geon to grow as fast, if not faster, than 
the market as a whole. 


FOHFTC U CAR F.EPT ACE M FUT MARKET 


Size of Foreion Car Market 

In the mid 1950’s there were only about 250,000 imported cars 
in the United States. Today the figure exceeds 9 million. Sales 
of foreign cars in the U.S. have increased annually in the last 
ten years, as indicated below*. 


Year 

Total of New Rcct 

1963 

305,624 

1964 

404,131 

1905 

569,415 

1966 

650,123 

1957 

779,220 

1900 

935,707 

1909 

1,061,617 

1970 

1,230,901 

1971 

1,465,673 

1972 

1,015,700 

1*73(1:) 

1,000,000 


Sourm? n.T*. Tolk and Co. 
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Demand for Foreign Car Pop! acor.ir.-nt Parts 




Foreign-made automobiles generally begin to require a substan¬ 
tial number of replacement parts in their third year of life, and 
thereafter show a rising curve of parts consumption. We believe 
that the demand for foreign car replacement parts will grow at an 
annual rate approximating 30% during the next few years. 

At the beginning of 1973 approximately 4,923,000 of the for¬ 
eign-made cars on U.S. roads were at least three years old. The 
total number expected to be in use by year end is over 11 million, 
each ol which will be at least three years old in 1976. We assume 
that all such cars of 1966 vintage and earlier (2.1 million) have 
been scrapped by 1976 (experience shows that foreign cars typically 
have a ten-year usable life). Deducting this scrappage- figure 
gives an adjusted population estimate of 6.9 million foreign cars 
between three find ten years of age in 1976, almost double the num¬ 
ber for 1973. 


Where Replacenent Parts Are Purchased 

Today, about 80% of all replacement parts for American cars 
are distributed through independent parts distributors, vr t-.h the 
balance being distributed by Detroit-sponsored new car dealers. In 
the foreign car field, however, the ratio is just the reverse: 
only about 20% of the replacement parts are distributed by inde¬ 
pendents. The chief reason is that foreign cars have only recently 
been sold in large quantities in the U.S. and owners have been 
forced to go to dealers for repairs. With increased availability 
of parts through Geon and others, we expect the foreign car replace¬ 
ment parts business by independents to develop much the same way 
as it has for U.S. cars. 


Impact of Currency Devaluations 


Manv observers mediated that 1972 would witness a decline in 


sales of foreign-made cars. 


Phase I and the late 1971 international 
currency revaluations increased the costs cf imports relative to 
domestic cars. In 1972 the major U.S. auto manufacturers vigorously 
promoted their compacts and sub-compacts in an effort to recapture 
the lower-end market. Despite those pressures, sales of imported 
cars in 1972 reached 1,696,219 units; up 4% from 19.71. When for¬ 
eign-made light trucks (which generally utilize many of the same 
replacement parts ns the foreign-made cars) are included, the 
increase was approximately 10%. While the number of 1972 imports 
should not bo an important factor in the replacement parts rotrkot 
until the nid-1970's and it is likely that increase;; in foreign car 
sales of the dimensions recorded in Liu- 60's will not be soon again, 
we view ]"7? as demonstrating the solidity of the import.;' position 
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in the U.S. market. 


Wo believe that the second devaluation of the dollar in 
early )973 will not have a material adverse effect on sales of 
imported cars over any extended period. Three major reasons 
support cur expectation: (1) Foreign cars get better gas mile¬ 

age. As the cost of gasoline increases motorists will look to 
smaller, more economical vehicles for transportation. (2)- Imported 
cars historically have had better resale value. (3) Once economic 
controls are removed we expect domestic car prices to increase, 
providing some offset to the devaluation of the dollar. Further¬ 
more, the recent devaluation should not have any significant near- 
term effect on replacement parts sales, since such revenues are 
dependent upon the number of imported cars already in use. 

Distri but or Ccm-cetitio n 


The U.S. market for replaccm*-, 1 1 parts of foreign-made cars is 
estimate:: at about <1 billion p.-r year. Geon, the largest inde¬ 
pendent distributor of such now has only a 4% share of the 

total estimated market; t\e top ten independent distributors in 
aggregate have less t v .a 10JS. 


Foreign Car Parts Volume by 
Independent nistri.bu tors 
(millions) 


Geon 

2 Deck Arnioy 

3 Western Automotive Warehouse 

Distributing (ITT Subsidiary) 

4 Motor Car Parts 

5 Maremcnt 

6 Dan a 


Others 


Total 


$40 

LI 

10 

6 

4 

K.A . 

71 

_!?p_ 

$201 


Dot). Iv.i.i,.:.:. »uks Dana recently entered tl;o foreign car 
replacement paitr i;«rkct, 'illesc companies currently derive the 
bulk of their sales from domestic auto replaremont parts. Wo 
would expect the growth in the foreign car market to attract 
additional larger coapnnios; however, Coon with long experience in 
sourcing and ? parts outside the U.. and cataloguing and 

dir.tribet ing t;i< eo: .entical 1 y, has dovelevied a position of 
strength that should enable it to maintain and extend market 
share. 
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THE COMPANY 


The company imports and distributes foreign car replace¬ 
ment parts throughout the United States and distributes through¬ 
out the free world United States manufactured automotive, air¬ 
craft, tractor, industrial, marine and other parts. 

Divisional Operating Results 


Sales (OOP) 



1968 

1969 

1970 

1971 

1972 

Foreign Car Parts 

$10,817 

$13,841 

$19,859 

$26,006 

$32,606 

Export Operations 

6, 587 

6, 531 

7, 359 

7, 704 

8, 012 


Income 

Before Federal and Sira 

te Income 

Taxes 




(000) 



• 

1968 

1969 

1970 

1971 

1972 

Foreign Car Parts 

$588 

$1, 145 

$1,595 

$2,061 

$2,312 

Export Operations 

338 

450 

510 

523 

837 



Pro- 

-tax Margin 

s 



1968 

1969 

1970 

1971 

1972 

Foreign Car Parts 

5.8% 

8. 3% 

8.0% 

7.9% 

7.1% 

Export Operations 

5. 1 

6.9 

6.9 

6.8 

10.4 


FOR TTI CN CAR RUPLACre tNT P.AR T55 OPERATIONS 


Geon'r. foreign car replacement parts business accounted in 
1972 for 60% of sales and 735' of profits before income tny.es. at 
the present time the company docs not manufacture any parts; it 
operates solely as an importer and distributor. 


Parts for the Volkswagen, the most popular imported car in 
the United Staten, account fer the largest part of the company's 
sales and represented approximately 35% of the company's foreign 
car replacement parts sales in 1972. No other make accounted for 


trore than 1C 
replacement 
has steadily 
been growing 


1 of 
art s 
incr 
more 


such sale's. Profit margins on Volkswagen 
worldwide has boon decreasing ns competition 
cased; how vor, sal or of other foreign cars ha 
rapidly in recent years. 
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Purchase of Parts 


The .company purchases its parts from approximately 250 suppliers. 
About of these purchases arc from West Germany, 20% from the 

United Kingdom and 3.5% from the United States, with the balance 
coming principally from Japan, Canada, Prance, Italy and Sweden. 

About 60% of tlic parts purchased by the company are purchased' 
from the manufacturers who Supplied the same equipment for the 
original car, with the balance coming from replacement parts manu¬ 
facturers. The company's largest supplier, European Parts Exchange 
Inc:., a re-manufacturer, accounted in 1972 for approximately 8% of 
the company's purchases, and in that year the company's five 
largest suppliers accounted for approximately 23% of its purchases. 

Inventory 

General ly, the parts distributed by the company nationally r.ro 
shipped to the company's warehouses in Woodbury, How York and 
Compter., California where they arc held for delivery against orders. 
Since the lend time between placement of orders for parts from 
overseas and their delivery varies between 3 and 12 months (average 
4 months), continued maintenance of adequate inventory is funda¬ 
mental to tho business. Gecn utilises an electronic data process¬ 
ing service to monitor its supply of, and the demand for, each of tho 
thousands of parts it carries. The cost of the computer program to 
date has been approximately $300,009, of which about $125,000 
remains to be written off over the next four years. The system is 
constantly being updated, for example; in 1972 a branch inventory 
system for all company owned stores was programmed. It did not 
prove effective and was rewritten in 1973. 


Goon's warehousing, selling, general and administrative expenses 
increased from rw , sales in 1.999 to 33.3% in 1972 because of 
rapid expansion in the number of company-owned sales outlets. In 
addition, the business has outgrown the current 120,000 square- 
foot warehouse at Woodbury, Long island. New York effecting effi¬ 
ciency of operations to some extent. A n.ovo to n more modern 
200,009 square-feat plant, cn Long Island some time in 1974 is under 
considers tier., f.. e.rt-up costs should have relatively little impact 
on earnings. 


Pi strihuti 


and Sales 


Sales of foreign car replacement ports are made to approximately 
220 cutlets, cf which 102 currently are company-owned. The remains- r 
;.re indaxondent rr local operat ion:.;. TV/ the end of 1973 three or 
four more company owned stores should eo o on stream with an addi- 
ticnnl 15 cr mere planned for 1974. Ke would expect that over the 
next few yearn the company will aggressively add to the nu: )»er 


/ .jr. 

\ • S' 


DO 


of compnny-owned stores both through acquisition of existing out- 


lets and 

establishment 

of new 

locations. 





Number of 

Ccmranv 

-Ov.'ned 

Di s 

trihu tors 



1968 

1 909 

1970 

1971 

197.2 

1973E 

1974 E 

Acquired 

— 

4 

8 

22 ' 

* 49 

53 

60 

Start-up 

_3 

5 

13 

24 

44 

53 

60 

Total 

3 

9 

21 

46 

93 

106 

120 


The average company-owned store is approximately 4,000 square 
feet in size, does an average of $300,000 in annual volume, and 
turns its inventory twice annually. One of the company's primary 
goals is to increase inventory turnover to 3 1/2 times annually 
within the next few years. it should b: able to accomplish this 
through increased efficiency of operations and increased volume 
because of the higher number of older cars on the road. 

In 1972 sales by company-owned and exclusive outlets (includ¬ 
ing minor sales of products purchased from others) accounted for 
74% of the company's import sales. The remaining volume of 
national warehouse sales is made primarily to independent distri¬ 
butors. Most of the independent distributors operate under con¬ 
tracts terminable by either party on thirty clay's notice. The 
largest independent distributor accounted for approximately 2% of 
national warehouse sales. 

Generally the company has only one distributor in an area end 
typically that distributor, whether independent or company-owned, 
will purchase the majority of the parts it sells from the company 
although the distributor will, normally also purchase parts from 
others. 


Approximately 25?> of the parts distributed nationallv by the 
company are marketed under the company's ^•'• 1 VCE0M trademark; the 


balance 

is sol 

d under 

th 

turers. 
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In 1972 operations of the export division accounted for 20% 
of its sales and 27% of profits before income taxes. These oper¬ 
ations include the export of automotive, aircraft, and other 
parts to almost every country in the free world and the sale of 
aircraft parts in the United States primarily to the major air¬ 
lines. # Approximately 50% of export division sales in 1972 were 
made in Europe and the Middle East, 40% in Central and South 
America and Canada, 7% in the United States, and the balance in 
the Far East, Africa and Australia. 

The largest customer accounted for approximately 6% of 
export divisional sales and the five largest customers for less 
than 20%. 

Aircraft •'.arts - During 1972 aircraft parts sales approxi¬ 
mated $3 mill.’on. Parts are sold primarily to airplane and 
engine manufacturers, airlines, governments and other users. 

The company maintains a staff of 14 full-time overseas salesmen 
engaged in the sale of aircraft parts. 


Aircraft parts are purchased from, approximately 750 manufac¬ 
turers. Substantially all aircraft: parts are sold under the 
company's "American Aviation" brand. 

Automoti v e r, = m ts - Principally for trucks, accounted for 
about S4 million or 50% of export sales. 

Most of the automotive products exported by the company are 
purchased by it from the manufacturer pursuant to a contract under 
which the company experts the manufacturer's products, typically 
under the manufacturer’s brand and Generally on an exclusive baSis. 
The company also purchases parts from a variety of suppliers and 
exports tmu inly order its •'Geer 1 and "Ultra" brand names. 


The company docs not maintain an extensive inventory of 
parts. Typically it orders parts for shipment only against 
receipt of orders frcm its customers’. 


With the exception of rales to purchasers of established 
credit standing in particularly stable countries. Goon generally 
insures the accounts receivable generateJ by its export division 
sale., of t’nitid Ftaton manufactured parts through Foreign Credit 
Insurance Amocict: on. F.C.I.A., an association of the Export- 
Import Dan’: an.* various insurance companies, provides insurance 
against political risks covering 95,*. of the amount of the receiv¬ 
able and : nrur.nro r unnst prudently assured economic risks 
covering Vhy c. .,ueh amount. 
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EARHIN CS 

Salcj? for the year ended December 31, 1972 rose 20.4% After¬ 
tax margins, shown in the table below, improved slightly, prima¬ 
rily because of a 47% tax rate, compared to 51.1% in the previous 
year. Federal and State income taxes were reduced because of (l) 
special deductions or permanent reductions of income taxes ailowed 
to certain of the company's subsidiaries, which qualify as Western 
Hemisphere Trade Corporations or Domestic International Sales 
Corporations and (2) utilization of investment tax credits. We 
believe that calendar 1973 tax rates will be more in line with the 
company's average of 49% over the past five years. 


Comparative Earnings Stati sti r«; 


Year Net Income Pre- 

Ended Sales Amount per Tax Tax 

■2.2/31 (mi 1) (000) Share Maro in Rate 


After 

Tax 

Mareim 


1973(h) $ 

49. 5 

$2,100 

$1.00 

8.0% 

48.0% 

4.2% 

1972 

40.6 

1,666 

.81 

7.7 

47. 0 

4.1 

1971 

33.7 

1, 261 

.66 

7.6 

51.1 

3.9 

1970 

27.2 

1,052 

.61 

7.7 

49. 9 

3.8 

1969 

20.3 

804 

. 50 

7.8 

49. 5 

3.9 

1968 

17.4 

500 

.37 

5.3 

45. 9 

2.9 


Average Shares 
Outstanding 
__ (0001 


2, 069 
2, 061 
1,899 
1,716 
1,614 
1,347 


Revenues, net income and earnings per share for the six 
months ended June 30, were in accordance with our projections 
table below shows an analysis of those results. 

Revenues (00v.>) T nnnr pvri ■-,_ 


Six months June 3C, 1972 

% Change 

Ear nin cm (OQQ ) 

Si:: months June 30, 1973 
Six months June 30, 1572 

% Chancre 


Earnings per share for the nix months ended Juno 20, advanced 
21% to $0.40 ;.'•<■■■ a SO. 36. Wo would expect that per share net lor 
th. tinal ~ix- -.oninr. of 1973 will show percentage, cjnina similar to 
the first half. 


Import 

Exoort 

Total Corner 

$18,422 

14,953 

$4,591 
4, 259 

$23,013 

19,212 

+23.2% 

t 7.8% 

+19.6% 

Import 

Export 

Total Corner 

$655 

532 

$287 

238 

$94 2 

770 

+23% 

+21% 





Preliminary 1974 projections indicate that earnings per 
share could exceed $1.20 on sales of over $60 million. Our pro 
jection assumes little growth in the export business. (See 
appendix for full incone statements, infcluding 1973 projections, 
and balance sheet). 


FINANCIAL AND DIVIDEND POLICY 

Internally generated funds have been insufficient to finance 
the rapid growth of the company, even though return on equity is 
rising and should exceed 15% this year. We believe that an 
equity financing will be done in 1974, assuming the price of the 
stock is in the mid-twenties, or higher. The proceeds will be 
used for further expansion. .• 

Within the last six months Geon has secured additional 
financing arrangements with Massachusetts Mutual and New England 
Mutual for $6 million at 8 1/2% due in 1988. A $10 million 
revolving credit arrangement with Franklin National Bank at 3/4% 
over prime with a five year privilege to convert the credit to 
long-term debt has also been negotiated. These financial arrange¬ 
ments insure Cecn adequate availability of capital through 1974 
even if an equity offering is not completed. Although the company 
has never paid a dividend it would not be surprising to see a 
token initial payment made in early 1974. 

Balance Sheet er.d Income Statement Items 

Deferred Tree- -, n Taxes - The provision for Federal and State 
income taxes includes $39,000 in 1970, $86,000 in 1971 and 
$354,000 in 1972 for deferred Federal income taxes associated with 
transactions recorded in the financial statements in a period 
different from the period in which these transactions are reported 
for income tax purposes. These deferred taxes relate primarily 
to 1) accelerated depreciation claimed for tax purposes which is 
in excess of ctrnirht-linc depreciation used for financial report¬ 
ing purposes and ?) certain computer costs, which are capitalized 
and amortized fer financial reporting purposes but have been 
deducted as incurred for income tax purposes. No investment tax 
credits were utilized in 1970. In 1971 and 1972 investment tax 
credits reduced the provision for federal income taxes by $27,000 
and $31,000 respectively. 

The numbe-.r of company-owned stores opened in 197 3 should 
r.yprovimr.t--* 12 sexy....red to 47 in 1972. Consequently, we would 
expect a smaller percentage increase in deferred taxes next year. 
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For reporting purposes, furniture, fixtures and related items pur¬ 
chased for newly opened company stores are capitalized over the 
life of the lease which usually runs about five years. 


MANAGEMENT 

Top management has been with the company since its early days. 
George Ncuwirth, founder' of Geon is a very "young" 70 years old 
and is credited with changing the company from an exporter of parts 
to an importer of foreign car replacement parts. During the past 
few years Mr. Neuwirth has become less active in the day. to day 
operations of the business but still exerts his influence on 
important policy decisions. His son, Peter, has been with the 
company for over thirteen years and is a very capable chief oper¬ 
ating officer. In addition, he is involved to a great extent in 
the purchasing of import parts from European suppliers. Otto Hays 
and Michael Pisciotta, Senior Vice Presidents, have been with thr- 
company twenty years and thirteen years respectively. Frank Bloom, 
who has been with the company for almost five years, is Vice Pres¬ 
ident and Chief Financial Officer. He has been instrumental in the 
installation of various complex cost control mechanisms. Beneath 
the top five, and adding further management depth, is a well com¬ 
pensated and capable second tier of executives. 


STOCK PRICE AND RECO MMENDATION 

Geon became a public corporation in May of 1969. The price 
history of the stock appears below. 


1 

1969 

1970 

1211 

1211 

X 

Earnings per share 

$.40 

$.51 

$.65 

$.01 

Price Range 

0-3 

10-5 

24-10 

20-13 

Price/Earnings Range 

20-7 

19rl0 

37-15 

34-22 


1. Adjusted in 1972 3-for-2 split. 

The shares performed well after the offering. The prico/earn-. 
ingj ratio range rising each year and reaching a high point of. 37 
.times. As a result of a weak stock market, during the first seven 
months of 1973 the shares fell to a low multiple of 7 times. Wo 
helii.v* an upward revaluation c>f the. stock in possible, to a P/E 
ratio cat least 25, the average for the last two years. 
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Geon shares currently sell at 12 times our $1.00 per share 
earnings estimate for 1973, and under 11 times our minimum 
projection of $1.20 per share for 1974. We believe the shares 
offer a very favorable risk-reward potential to investors will¬ 
ing to accept high risk. 


October 17, 1973 


Mark A. Boyar 


l 
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1969 

i 

Net sales: 


Foreign car replacement parts 

Export parts 

$13,841,261 
6.530,930 

Net sales 

Cost cf sales 

$20,372,241 

13,258,325 
« 

Gross profit 

warehouse, selling, general administra¬ 
tive expenses 

$ 

7,113,916 

5.008,422 

Income from operations 

Interest expense, net 

7 

2.025,494 

430,763 

Income before Federal and State 
income tav.es 

$ 

1,594,731 

Provision for Federal and State 
income taxes 


790,618 

Net income 

$ 

804,113 


i 


Earnings per share 


$.50 



Y ear ended _D■eccnb 


1970 

1971 

$19,853,799 
7,359,4C8 

$26,006,209 
7,703,583 

$27,713,207 
17,070,700 

$33,709,727 

20,271,331 

$10,147,439 

$13,407,916 

7,620,143 

10,355,092 

$ 2,519,276 
414,086 

$3,091,374 
507,906 

$ 7,105.190 

• 

$7.533,918 

1,052,197 

1,372,223 

$ 1,052,993 

$1,761,695 


$.61 

$.66 


.r_31^ 


1972 


1973(El 

$32,605,792 

0,012,029 

$41 , CC2,000 
8,500,COO 

$40,617,321 
23,457,230 

$ 

/ ^ r r» r> 

• 0 •>' - -J § • % J 

27,300,:oo 

$17,100.591 

$ 

71,760,030 

13,402,549 


17,700.C00 

$ J, 670,042 
520,376 

$ 

# r f »n i • n 
*1 0 J W 0 . . w . 

670,000 

$ 3, 149,666 

$ 

3,060.009 

1,403,000 


1,900,003 

$ 1,GC6,66C 

$ 

2,050.090 


$.81 $1.00(E) 







rH 

SUMMARIZED BALANCE SHEET 
* (million.-) 


: 5TS 


• 

LIABILITIES AND STOCKHOLDE 

RS’ EOUI 

»t»y 


12-31-72 

12-31-71 

12 

% 

-31-72 

12-31-71 

Cash 

$2.1 

$3.1 

Notes payable 

$10.6 

$7.2 

Accounts, notes and drafts 
receivable 

6.9 

6.8 

Drafts and accounts 
pnyr.bl e 

4.5 

• 5.2 

Inventories 

18. 5 

14.4 

Accrued liabilities 

. 5 

.6 

Prepaid Expenses 

6 

6 

Income taxes payable 

. 7 

. 5 

TOTAL CURRENT ASSETS 

« 

$28.1 

$24.8 

TOTAL CURRENT 

LIABILITIES 

$15.8 

$13.5 

PROPERTY, PLAN’I' AND 

EQUIPMENT, AT COST 

$ 7.8 

$ 2.4 

LONG TERM DEBT 

$ 3.8 

$ 4.6 

COST IN EXCESS OF NET 
UNDERLYING BOOK VALUE 

OF ASSETS ACQUIRED 

.6 

.4 

DEFERRED FEDERAL 

INCOME TAXES . 

TOTAL SHARE¬ 

.3 

.2 

OTHER ASSETS 

.4 

$31.9 

.8 

$28.4 

HOLDERS * EQUITY 

S 

$12.0 

$31.9 

$ * 0 . 1 

$28.4 






i 


Mci: i ' t'i jf tin; fji-w i Cit* aiiu 
American Slock Exchange, Inc 

Research Department 


One Whitehall!.tn-el 
New York. NY 10004 
Telephone 2124250700 
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Mr. Raleigh Gilbert 
c/o Edwards & Hanly 
200 N. Franklin Street 
Hempstead, New York 

Dear Mr. Gilbert; 


— U 

Xj.fi 

R S' ST - COURT 
s. D. OF N. Y 

May 28,1974 

*^N 21 1974 




In response to your request for the prices (High & Low) of Geon 
Industries Inc. for the weeks ending from September 1973 to February 
1974, according to the sources available to the Research Dept., I submit 
4 the following prices. 


Weeks Ending 

High 

Low 

9/7/73 

12 

10 1/2 

9/14/73 

11 1/8 

10 1/4 

9/21/73 

13 5/8 

11 1/8 

9/28/73 

13 7/8 

12 7/8 

10/5/73 

13 1/2 

11 7/8 

10/12/73 

13 1/4 

11 

10/19/73 

14 3/4 

11 3/8 

10/26/73 

14 1/4 

13 1/8 

11/2/73 

13 1/2 

12 3/8 

11/9/73 

13 3/8 

12 5/8 

11/16/73 

12 1/4 

9 1/4 

11/23/73 

9 3/4 

8 3/4 

11/30/73 

10 3/4 

8 5/8 

12/7/73 

13 3/4 

11 1/8 

12/14/73 

13 

10 3/4 

12/21/73 

14 1/8 

9 3/8 

12/28/73 

13 5/8 

12 1/4 

1/4/74 

13 5/8 

12 1/2 

1/11/74 

13 7/8 

13 1/8 

1/18/74 

14 3/8 

13 1/2 

1/25/74 

14 5/8 

13 .74 

2/1/74 

14 3/8 

13 7/8 

2/8/74 

14 1/4 

13 3/4 

2/15/74 

14 7/8 

14 

2/22/74 

14 7/8 

11 7/8 


On 2/25/74 trading on the American Stock Exchange was halted. 



FORM NO RE-3 



NEW YOtfK STOCK EXCHANGE, INC. 


DEPARTMENT OF MEMBER FIRMS 

SUBMISSION OF REQUIRED INFORMATION PERTAINING TO REGISTERED EMPLOYEES 

(SEE RULE 351 AND RULE 345.17(1)) 

PLEASE TYPEWRITE INFORMATION 


, KAuOA, iVAAeiu) Au_gJ 


-- J -: 

(Name of Employee) 



(Capacity or Title) 


lA P*) fA l_v\ 


(Name of Member Organization) 

+~W^OL STT 



(Office of Employment) 


5. If any registered employee has ever been or is the subject of any of the items listed below, check 
the appropriate item(s) and on the reverse (page 2) side provide details including dates, parties 
involved, origin and basis for the action taken by the party instituting the action, applicable 
statute, code, regulation or rule alleged to be violated, present status including description of final 
determination and penalty(ies) imposed, if applicable. 



.Any investigation or proceeding by any governmental or securities industry 
self-regulatory body; or 


_A refusal of registration, injunction, censure, suspension, expulsion or other 
disciplinary action by any governmental or securities industry self-regulatory 
body; or 

.A major complaint by a customer of a member organization or by a broker- 
dealer in securities; or 



»»-«»«•» 


1 



t 
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ILlfc taa^ eOy 

( ^t\S. ( pC0di2.(\ '(t^'V^' £V\qj>lo^V4»J ^ fy-- 

pQndvn^ "Oak cesoWVLo~ 3^ m<^juuLO^ 

T— tluu© f\ ^P. Ct^\ ^ E c 

\nt* ~iX\s CxnaoAuo\cin ^ CX3J\i\fcv)Adu^ 

Vx~ 3^ btvco&^ v^ Gipo^ ^HQ^fn2\.rj 

CtrO^ -^)i V\\^ OlOo 

C\CC£o^ CK-J, C^E\a.v^ 3^ Vas CusIBa^x, 
qccc o iv-i ^ |c o ^ 



n more space is needed, continue on page 4. 
2 . 






disciplinary action by a member organization; or 


.Any litigation or arbitration alleging the violation by the registered employee of 
any agreement with or provision of any securities industry self-regulatory 
body s, constitution, by-laws, or rules or any securities law or regulation; or 
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-Any bankruptcy or contempt proceeding, cease and desist order, injunction or 
civil judgment as party defendant; or 

.Any arrest, summons, arraignment, indictment or conviction for a criminal 
offense (other than minor traffic violations); or 

.Any material allegation that he has conducted himself in a way which may be j 

inconsistent with just and equitable principles of trade, or detrimental to the 
interest and welfare of the Exchange, or contrary to an established practice of 
the Exchange;or 

.Any violation(s) of any provision(s) of the Constitution or of any rule(s) 

adopted by the Board of Governors or of any securities law(s) or regulation(s) 

or of any agreement(s) with the Exchange (such employee shall also promptly ? 

notify his employer thereof). 


Whenever a registered employee is required to notify his member firm and/or whenever a member 
or member organization knows that any of its registered employees is required to give .he notice 
setting forth the above information, the employee ar.d the general partner or the principal executive 
officer of his member organization shall jointly sign and date this form. 


Date_ ___ 

Signature of Registered Employee 


n... *5- Mas I _ _ 

Signature of General Partner or 
Principal Executive Officer 


Copies of this form are obtainable at Subscription and Distribution Division, 11 Wall Street, 
New York, N’ew York. 


3 
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l> N(>1£,'4111 'N iHiS^PACC 


f (vi m No. 4 


OO NOT WRlTC IN THIS SPAC1 


M#« Old 


OM«(io«y . 


y *•*« *l«ck 

Lixchange 


Ragetrcvon 

Secaon 


1. . 

2 . 

3 .. 

4 .. 

S. 


New York Stock Exchange toe 55 Water Street New York, N Y 10041 

NOTICE OF DISCONTINUANCE 
OF REGISTERED EMPLOYEE 

Marvin Allen Rauch 


|N«m# of Cmployo*) 

Registered Representative 


Edwards & Hanly 


tCtooctly) 


(N#m# of f irm) 

1300 Peninsula Blvd..Hewlett, New York 


(OfftC# Of employment) 

1069 Channel Road, Hewlett. N.Y. 11557 


(PT4MRI Home AMftW) 


6. Date of Discontinuance 


4/9/74 


EXM:y;T 

Ui r v .—L ! r J “ v 


7. Raeaon for Discontinuance: 

Voluntary migration 

* Permitted to resign 

* Diechergad 

Deceased 

* Other 

If known, ram# of rant employer 


XXX 


G. r. OF N. Y. 

JUN 21 1974 


(Check Onal 


Hayden Stone 



8. Within your knowledge and tha record* of your firm, wa* ha (she) ever subject of 

(a) an investigation or proceeding by any governmental or securities industry retaliatory body 

0>) a refusal of registration, censure, suspension, expulsion or other discipline by vty govern¬ 
mental or Mcurities industry regulatory body 

(c) any major complaint by a customer of your firm 

(d) any disciplinary action by your firm 


★ * 


see 


attach 




SEE-ATTACHE 


or has ha (she) ever 


(a) violated any provision of the NYSE Constitution or Rules or of any securities law or 
regulation 

(tl violated any of hi* (her! agreements with the Exchange 


X** SEE ATTACHE 
X»* SEE ATTACHE 


(gt conducted himself (herself) in a wav which may be inconsistent with just and equitable 
principles of tiade, detrimental to the interest and welfare of the Exchange, or con¬ 
trary 10 an established practice of the Exchange 

Aside from the foregoing, do you know of any reason why the subiect should not be employed by 
another member or member organization? 


x** SEE ATTACH! 

| 

X ** S EE A TTACH 


Give full detiils on the other side for any yes" answer above or for any answer marked by an asterisk (’). U not 
practicable to embody information m this lorn, please communicate otherwise with t!e Department of Member 


Firms. 

4/19/74 


A 0 O On 







RE-4 


Marvin Rauch 


Mr. Rauch is the subject of an investigation by the American 
Stock Exchange and has been named as a defendant in the suit 
by the Securities b Exchange Commission alleging that Mr. Rauch, 
(1) used material non-public information in connection with certain 
securities transactions in Geon Industries, Inc. stock, (2) violated 
or aidod in the violation of Federal Reserve Board Regulations T 
and X and, (3) testified falsely before the American Stock Exchange. 

Rauch was suspended by Edwards b Hanly for approximately 
one month pending our investigation of facts, and he was discharged 
in recognition of the conflict in interests between our respective pos 
tions in the pending suit by the Securities b Exchange Commission. 
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Here's Your 
Market For 


innrir 


Parts... 



ira 



Now Ultra Imported Car Parts 
can help you capture the rapidly 
expanding imported car parts 
market, with minimum invest¬ 
ment and risk. 

There are now more than 
10 million imported cars in oper¬ 
ation on U.S. roads today,' a 
sizeable parts market of tremen¬ 
dous potential. 

3? That’s why we’re here and why 
you should be. 

Two-thirds of this market is 
concentrated in the three top 
selling makes, Volkswagen, 
Datsun and Toyota. 
Ultra provides 

. . comprehensive 

Z" _ m coverage for 

J these (as well as 
the most popular 
If P arts for 3,1 others), 

' Js enabling you to imme- 
/ diately cover the majority 
of the import market. 

Finally, of these 10 million-plus 
vehicles, over 50% have been 
registered in the last 4 years, 
placing them right in the middle 
of the prime 3 to 5 year cycle for 
needed replacement parts. 

When you consider these 
strong points, it’s wise to get into 
this market now. 

Tailored Parts Stocks ... Why 

guess at import parts ordering? 
Ultra does the work for you with 
tailored WD/Jobber stocks that 
provide the needed coverage. 

Liberal Obsolescence Programs 

... The Ultra program eliminates 
the risk of handling import parts, 
with liberal obsolescence pro¬ 
grams consistent with the 
domestic lines you now handle. 
Minimum risk ... maximum 
profit opportunities. 
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Immediate Availability .. . Two 

extensive, modern warehouses, 
one in Woodbury, New York, the 
other in Compton, California, 
assure that orders will be 
shipped immediately. Parts 
shortages are the biggest prob¬ 
lem facing the import parts 
market. Ultra minimizes this 
problem for you. 

90% From Foreign O.E.M. 

Sources ... You sell accepted, 
top quality parts, most of them 
from the leading foreign parts 
suppliers who are tops in their 
field. Even the original packaging 
is retained, guaranteeing original 
equipment quality. 

Competitive Pricing ... Ultra 
Imported Car Parts are priced 
right with domestic U.S. replace¬ 
ment parts, and are backed with 
the same WD/Jobber discount 
schedules and profit margins 
that you’re accustomed to from 
Holley. Immediate availability— 
at the right price—means you get 
the business in your area. 


Over 50% Registered 
in Last 4 Years 


1969-72 58% 
42% 

. Pre-ii.o3 


The bulk of imported vehicles in the U S. 
today are at least tour years old making 
them prime candidates lor replacement 
parts. 


Over 10 Million Imports 
Registered in the U.S. Today 

VW 4,809,270 

Toyota 1,126,855 

Datsun 752,926 

Others 3,692,594 


’v* 


'Registrations through Jul . 1973. 
Source: AUTOMOTIVE NEWS 8/13/73 


2/3 Are Concentrated In 
Three Top Selling Makes 


Toyota ' X& Datsu^^^^f 

The import car tield offers you a highly concen¬ 
trated. easy-to-reach parts market which can 
be entered with minimum inventory for maxi¬ 
mum return. 


9 Registered Trademark 
® 1973 

Holley Carburetor Divisior 












Breed 

Coverage For 
VUJ, Toyota, 
Dcisun end 
Other Leading 
Voltes 
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^ he Ultra ,m P or *ed Car Parts line 
is one of the broadest in the 
industry. Thousands of part num¬ 
bers for Volkswagen, Datsun and 
Toyota—the thr«e top selling 
makes in the U S —plus the 
~ fastest moving coverage for doz- 

* ens of other makes as well ... 

. *•" from the Capri to the Alfa Romeo. 

-X- You sell quality, name brand 

.--- /''•"'X parts, 90% from O.E.M. sup- 

1 £ pliers, covering practically all 

y ' vehicle systems required to ser- 

** vice over 10 million cars and 
t trucks in the market. 


ACCESSORIES 

Just as in the domestic market. Ultra 
helps you profit from accessories and 
impulse items Specialty air cleaners 
driving lights Pumper guards, auto book 
manuals and Weber conversion kits 
round out the ultimate imported 
car parts line 


FUEL SYSTEMS 

Whether you need a fuel pump tor a VW. 
a carburetor tor a Datsun or a fuel filter 
tor a Toyota, the Ultra line has it all and 
plenty more. 


ENGINE PARTS 

Top line replacement parts, including 
engine bearings, valves, gaskets, pistons, 
rings and other items tor a minor engine 
repair or major rebuild. 
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SUSPENSION PARTS 

Front-end hardware, shocks, and brake 
parts a complete package to sell the 
suspension and brake market lor imports. 


ELECTRICAL 

Ultra's ignition and electrical parts 
assortments cover practically everything 
needed to sell the market . again, trom 
top manufacturers in the import held 


EXHAUST SYSTEMS 

Complete muffler, tailpipe and headpipe 
stocks tor imports. Order the same as 
domestic exhaust systems from illus¬ 
trated Ultra catalogs. 
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Hoiv UlifQ 
will support 
you... 


• Complete Cataloging By Car 

Make ... Easy-to-find-it parts 
cataloging arranged by car 
make. You find what you need 
fast, and make the sale. 

• Point-Of-Sale Materials ... 
On-target promotion at the store 
level with banners, window signs 
and graphically designed, hang¬ 
ing mobiles. 

• Major Trade Show Exposure 

... All the big shows 
covered with Holley’s 
striking display booths, 
sales personnel and. - 
supporting literature. I * 

• East and West Coast 

Warehousing ... Stra¬ 
tegically located, fully r • 

stocked warehouses 

provide immediate ,; 

service on all orders, 
large or small. 

• Proven Import Parts 

Experience ... The "s 

Ultra program is 

backed by the repu- '— 

tation and experi- y- 

ence of Geon, one of / - _ 

the world’s largest / i 
automotive parts / . 
import/export / 
firms. / ' i ' 


The Ultra Imported Car Parts line 
is marketed with the professional 
know-how and sales experience 
of Holley. We help you sell Ultra 
parts now, and generate return 
sales for the future. 

• Comprehensive Advertising 
and Sales Promotion Programs 
... designed to create market 
awareness at all levels. Hard¬ 
hitting, colorful ads in leading 
automotive publication- are pre- 
selling the market for ,qu. 

• National Sales Organization 
... Experienced Holley sales¬ 
men, wth solid aflrrmarket mar¬ 
keting knowledge, make it pos¬ 
sible for you to reap profits from 
import psrts, right along with 
the Holley lin*?. 


^ ULTRA 


EXH!2tT 
djst. court 

D. OF N- Y. 

JijN 18 1SN 


VIT.1A 


Computerized East and West 
Coast Warehouses To Serve You 

With U'tra, there's no waiting for 
parts We maintain two com¬ 
pletely stocked warehouses, one 
In Woodbury, New York and the 
other in Compton, California, for 
truly national parts distribution. 

Choose from tailored assort¬ 
ments—or from over 23.000 part 
numbers in the complete Geon 
system. Fully computerized and 
inventoried to provide you With 
immediate shipping to any part 

of the U.S_that’s the Ultra 

program. 


Contact Holley direct 
for full details! 

Replacement Sales Department 
Holley Carburetor Division 
P.0 Box 749 
Warren. Michigan 49090 


Division ot Geon Intercontinental Corporation 
101 Crossways Park West 
Woodbury, New York 11797 • 


Part No 70159 


Lltho in U S A. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COiMMISSION , 


Plaintiff, 


-against- 


C-EON INDUSTRIES, INC. , et al.. 


Defendants. 


AFFIDAVIT 

I 


STATE OF HEW YORK ) • 

• s s * 

COUNTY OF NEW YORK ) - 

RANDY GROMET, being duly sworn, deposes and says: 

I am a Senior Listing Representative of the American 
Stock Exchange. Attached hereto is a true copy of a memoran¬ 
dum I prepared which accurately reflects communications I 
had with representatives of Geon Industries, Inc. on 
February 22 , 1974. 


Randy Gromst 


Sworn to before me this 


. v day of April, 1974. 


In'- - *v Public 
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-\incrican Stock Exchange Inc. 
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To: The files 


ojte: February 23, 1974 


From: Randy Gromet 

i 

Subjstt: : Geon Industries, Inc. 


Sccurilirs Div.sion 


At approximately 10:00 a.m. on February 22, 1974, I received 
a call on my direct phone lineto the trading floor from Mr. David 
Scott Foster, Jr., Floor Official, who advised me that there were 
about 10,000 to 11,003 shares for sale at the opening in the Com¬ 
mon Stock of Geon Industries, Inc. Mr. Foster requested that, 

In view of the substantial number of shares zor sale that I calx 
the Company to find out if there was anything pending at Geon 
which could account for the activity including any change.in 
the current status cf the Company's previously announced merger 
with Burn ah Oil. I Indicated to Mr. Foster that I only needed a 
few minutes to check with the Company and it was agreed that 
although no official announcement would be made, Geon stoc:< 
would not open until I caneo Mr. Foster cacx and advised him 
of my findings from'my conversation with the Company. 

I immediately called Geon Industries and asked for Mr. Frank 
Bloom, Secretary and Treasurer, who has been my primary con¬ 
tact at the Company. I was thereafter advised by a woman who 
I believed to be Mr. Bloom's secretary that Mr. Bloom was not 
at his desk at the moment but would be returning shortly. I 
asked if he could be re acred at this time or if she knew where 
he might be. The secretary asked me to hold on for a moment 
while she checked to see if she could find him. In any event, 
several minutes transpirea at which time I was advised that 
Bloom had j’.st returned to his office. Mr. Bloom picked 
up the telephone and ! advised Mr. Bloom that there was a 
... — c u "" sf sell orders at the opening in Geon and 

that .aese sell d=.*3 totaled approximately 10,000 to 11,000 
sr.= -es. I asked Mr. Eicon it there naa o;en any cevelopmerus 

_. -_.. -- -’d account for the activity or if any- 

w j s p - - i p g in r_s:-rd t? "ho Company's proposed merger 
. rv r. —u qo % .'t. that status cf the merger 

. ,^..,.4 u --- - s ’ i no*>ir : pending at the 

r* ., ' . * -,v*■ d t’* v." j Cr.r.5ar.d B’irmah 


% * 
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American Stock Exchange Inc. 


continued to work toward the execution of a definitive merger agree¬ 
ment. Further, Mr. Bloom advised that while the Company has ex¬ 
perienced problems in the cast, which he feels normally occur in 
merger discussions, nothing major had occurred between the two 
'companies. While Mr. Bloom was saying this, I obtained my re¬ 
cent unusual market situation sheet of Geon Industries which 
contained the announcement on the Dow Jones tape of the agreement 
in principal to merge with Burmah in order to refresh my memory. 

I than noted to Mr. Bloom that the agreement in principal with 
Burmah Gil was announced on December 20, 1973 and that a pro¬ 
tracted period of time had elaspsed since the announcement and • 
that it appeared that execution of a definitive agreement was taking 
more than the normal amount of time. Mr. Bloom responded that 
the Company had reached its original agreement in principal with 
Burmah in a very short amount of time and thaf it's one thing when 
everybody is talking ar.d happy"over a martini'; and another thing 
when you start to c: all the necessary work to reach a definitive 
merger agreement. Mr. Elccm re>turated that the Company and 
Burmah were working toward a definitive contract and that they 
V*era both reviewing each other very thoroughly. I then asked 
Mr. Elcam whether there were any material developments at 
the Company or whether anything occurred between Geon and 
Burmah which would ',eai mm to believe that the merger could 
be called off or that the merger could be in jeopardy. Mr. Bloom 
did not hesitate and responded ''no". I then said to Mr. Bloom 
that I want to be sure that there was nothing pending at the 
Company because tr.e Zxorange would not want to permit the 
stock to open, have it trade and then have any kind of an announce¬ 
ment rtn Geer.. Mr. Bloom again assured me that there was no¬ 
thing pending at Geer, ar.d that the Company did not have anything 
•'to announce. In response to my inquiry of when Mr. Bloom thought 
the Company would be able to announce tnuc it had executed a 
C. .Unlive agreement.. Mr. Blocm indicated maybe in a few days, 
maybe next week cr maybe the week after. In any event, Mr. 31oom 
r.usurer, me to*-: '*- would keep me fully advised cf all corporate 


W 
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Mr. Scott Foster was then advised that the Company had, in 
response to the Exchange's inquiry, stated that there were no 
corporate developments to account for the market activity, 
that the Company did not anticipate making any announcements 
and that there was no change in the status of the prcposed i 
transaction with Burmah Oil. 


t 


After being advised at approximately 11:15 a.m. that 
Counsel to Gecn was on the telephone with Art Lee, I attended 
the conversation in Mr. Lee's office. Listening to Mr. Lee's 
comments, I concluded that the Company's year end earnings 
appeared preliminarily to be unfavorable and that as a result 
the proposed merger may be adversely affected. My percep¬ 
tions, were confirmed when Art Lee interrupted his conversation 
briefly to apprise me of the problem and we both immediately 
concurred that trading should be halted pending an announcement 
I immediately called Mr. Scott Foster and advised him of the 
above. Trading was haitec at 11:19 a.m. I returned to Art Lee's 
office and overheard the remainder of the conversation. 


cc. Steven L. Gerard 
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MINUTES OF SPECIAL MEETING 
OF 

BOARD OF DIRECTORS 
OF . ' 

GEON INDUSTRIES, INC. 

A special meeting of the .Board of Directors of 
Geon Industries, Inc., was held on February 21, 1974 at 
3:35 P*M. at the offices of Kaye, Scholer, Fierman, Hays & 
Handler, 425 Park Avenue, New York, New York. 

There were present: 

George 0. Neuwirth 
Peter H. Neuwirth 
Otto Hays 
Robert Barbanell 
Russell H. Morrison, Jr. 

constituting a majority of the directors and a quorum. Also 
present by invitation were Frank Bloom, Vice President and 
Secretary-Treasurer of the Company, and John A. Friedman, 

Esq. and Lewis J. Korman, Esq. 

Mr. George 0. Neuwirth acted as Chairman of the 
meeting and Mr. Bloom acted as Secretary. 

The meeting was convened upon the arrival of 
Mr. Barbanell, and Messrs. Peter H. Neuwirth and Bloom were 
requested to repeat the information they had reported to those 
present during the period preceding the convening of the 
meeting. They stated that while the financial data presently 
available to the Company had not reached the stage at which 
an unaudited compilation would be prepared, they had asked 
the Company's accounting staff that morning to prepare a rough 
compilation based upon the available data. They stated that 

C 
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they had received the compilation shortly before they left 
for New York and that it indicated gross and pre-tax profits 
approximately $800,000-$900,000 below those anticipated, and 
below the level which was proposed to be included as a 
condition in the agreement to be executed by the Company 
with Burmah Oil Incorporated. 

In response to questioning, Messrs. Peter H. 

Neuwirth and Bloom indicated that they were unaware of any 
factor in the Company's business'whiqh would account for 
gross profits substantially below historical levels and 
that they believed it likely that the compilation was 
erroneous. It was also indicated that the compilation had 
been prepared hastily, without any opportunity of checking 
the steps in its preparation, the necessary elimination 
entries or the accuracy of the data used. 

The directors continued to question Messrs. 

Peter H. Neuwirth and Bloom extensively concerning the 
preparation of the compilation, business factors which 
could have a bearing on gross profits, possible areas of 
error in preparation of the compilation and steps which 
could be taken to obtain more accurate information. 

r Based upon the responses and the subsequent discussion 
among the directors, the Board determined that in view of the 
dubious validity of the information available, representatives 
of Burmah should not be contacted until more reliable informa¬ 
tion could be obtained. In the light of Burmah's expectation 
that a definitive agreement would be executed during the 
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following week, the Board Instructed Mr. Bloom to obtain 
•reliable information as to the Company's 1973 earnings level 
by Sunday night. In'view of the unreliability of the 
information presently on hand, the Board also determined 
that no press release should be issued and the strictest 
confidence should be maintained until Hr. Bloom's report on 
Sunday at which time the matter would be reviewed in the 
light of the information then available. The directors 
also determined to defer consideration cf the specific pro¬ 
visions of the agreement with Burmah until that time. The 
directors then agreed to meet at 7:00 P.M. on Sunday, Feb¬ 
ruary 2k, 197^ at the Waldorf-Astoria, New York, New York. 
The meeting was adjourned at 5:^5 P.M. 
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-F^ank Bloam 
Secretary 
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December 18,1973 - as dictated to Dow Jones. John Larkin 
indicated tills release ran on the tape in substantially 172 a 

the same form and at 1:50 P.M. 



1973 that it was engaged in preliminary negotiations looking 
to the possible acquisition of Geon' by a subsidiary of The' 
Burmah Oil Company Ltd. said today that in response to inquiries 
that its negotiations with Burmah are continuing.. Geon said 
that it expected to make a further announcement based upon 
developments in the negotiations probably by the end of the 
week. 
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